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INTRODUCTION

“How do we produce affordable systems to meet our common stra-
tegic objectives?...it becomes impractical for each nation to con-

sider independent major weapon system development and/or
production...To stay ahead of the enemy and to counter the new
dimension of threats we will face as coalition partners, we must

develop these new defenses cooperatively.”

— Jacques Gansilser,
Under Secretary of Defense
(Acquisition, Technology and Logistics)

As we start the new Millennium, it is worthwhile contributed to a changing social and cultural
to look back to the early years of the last cenlandscape of these nations.
tury in the Pacific to provide a backdrop for the
security environment in this century. Japan emeMuch of this can be seen as progress, but peace
ged as an international power flexing its mili-has yet to “break out.” The Korean peninsula
tary muscle by defeating both China and Russtill has two armies poised for combat. North
sia. Korea, as an independent vassal of Chin&prea'’s actions concern the Japanese. Southeast
became a protectorate of Japan. Australia désian conditions—possible political disinte-
clared its freedom from Great Britain and be-gration in Indonesia and the, sometimes con-
came an independent nation in 1905. Singapor&entious, relations with Malaysia—worry Singa-
however, was still an entrepot and remained witpore. While Australia has no immediatgional
the British Empire. Its independence was mor¢hreats, United Nations efforts in East Timor
than a half century away. stretch their military resources. China has con-
tentious territorial issues in the South China Sea
As the Century evolved, the Pacific region sawvith its Southeast Asian neighbors and its rela-
devastating wars, the disappearance of empirespnship with Taiwan worries decision-makers
revolutions and political changes. But new ecothroughout the region. With our “futuristic
nomic powers arose in the Pacific—Japan witlglasses” on, it is still difficult to know potential
the second largest economy in the world, a resusecurity threats—intimidation may come from a
gent China, and the economic “Asian Tigers’—variety of sources—missile launches by North
South Korea, Singapore, Thailand, Malaysia andorean or Iranian terrorist attacks, a nuclear
Indonesia. As we left the Century, the “Asian Ti-exchange between India and Pakistan, or cyber
gers” had stumbled, but Soutloi€a, Singapore attacks on military organizations.
and Malaysia seemed to be on the road to re-
covery. Japan was still struggling to resuscitat&ach of the nations in this book responds to these
its economy. Political change saw the “winds othreats in different ways. One constant however,
democracy” sweep across the Pacific. Technols the recognition of the need for technologi-
ogy—aircraft, telephones and the Internet—cally sophisticated weapon systems to respond

viii
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to the threats. But, technologically sophisticatequipment. In other cases, leddoration is seen
weapon systems are costly. Accordingly, in eachs a method of transfer of technology to their own
of these nations, domestic needs continuallgefense and commercial industries. While na-
conflict with the need to maintain an adequatdions, for a variety of reasons agree to cooperate,
military capability. having the will to cooperate does not mean man-
aging an international program is an easy task.
Since the 1970s, cooperative armament projectsational culture and traditions complicate the
have offered the often-unrealized hope of leverfob. Different time zones, different currencies,
aging national resources. For the United Stateand different fiscal years add to the difficulty.
international cooperation began with the Atlan-Communicating complex issues through the fog
tic Alliance members. “These (cooperative) pro-of language, either verbally or in writing, offers a
grams help strengthen the connective tissue, tlolallenging problem for both the Program Man-
military and industrial relationships that bind ourager and the multinational team members. Changes
nations in a strong security relationship. Then government and conflicts between executive
political dimension of armaments cooperatiorand legislative branches of government increase
is becoming increasingly important in an uncerthe turmoil faced by Program Managers in each
tain international security environmeAiVhile  country’s acquisition organization.
international cooperation efforts began in the
Atlantic, our allies in the Pacific have alsoWorking effectively in the international envir-
become partners in cooperative efforts. Coopenment requires knowledge of the people, or-
erative research and development projects aganizations and cultures of each country. As its
being carried out with Japan for the ACES llprimary purpose, this book looks at the major
ejection seat, with Australia for the Over thepolitical and military acquisition characteristics
Horizon Radar, and with Korea for tAdvanced of the five countries, and provides an overview
Jet Trainer/Light Combat Aircraft. of their organizations and processes. A useful
starting point for understanding an organization
This is a book about the national armament syss to look at its organizational structure. An
tems of five nations. It provides an introductionorganizational structure indicates where activi-
to the political environment, the acquisition or-ties take place, how the management system
ganizations, systems and processes of Australiaperates, and indicates where authority and
Japan, South Korea, Singapore, and the Unita@gsponsibility rest. The managerial system,
States. These countries were selefdetivo rea-  which includes the formalized policies and pro-
sons; they are patrticipants in the annual Pacificedures, guides the activities of the acquisition
International Acquisition anBrocurements Semi- organizations and provides an understanding of
nar (IAPS) and, because as allies and friends thépw the system operates.
are likely participants in future international
armaments cooperative programs. This book was written for several audiences. For
the acquisition practitioners, this introduction
Armaments cooperation happens for a range @hould provide a basic understanding of the other
reasons. Nations anticipate cost savings or desioeuntries’ systems and their approach to arma-
access to better technology. The developmements development. This basic understanding will
of common requirements, common testing aphelp identify their counterparts and more effec-
proaches and collaboration in development antively and efficiently perform their assignment
production offer each country opportunities forin the international environment. By comparing
reducing costs and developing more capablihese different systems, a mutual understanding
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should facilitate the establishment of collabora“Looking at another system helps illuminate our
tive projects. own.” Understanding other countries helps us
to better understand ourselves. Ideally, by com-
There are several secondary purposes. Eveparing countries to one another, we can get a
year the United States assigns large numbers Geel” for the diversity of approaches to acqui-
military personnel overseas to Security Assissition, understand, in part, how these systems
tance Organizations (SAO). These “SAOs” perhave evolved; and draw our own conclusions as
form a key role in the interface between the milito the relative merits and weaknesses of differ-
tary of our government and the host country. Onent forms of political, military and bureaucratic
of their many tasks is to work with the otherorganizations. As we look at the different ways
country’s acquisition system. This book will be other countries organize, manage, and develop
a “good read” for them as they attempt to unweapon systems, we are offered a unique un-
derstand and work with these organizations. Itlerstanding of our own system. Readers should
will also provide an introduction to the United be guided to look beyond similarities and dif-
States acquisition system. ferences to discern underlying principles and
their political consequences in the different
In preparation for this book my research of thecountries.
literature of comparative politics unearthed very
little research done at the ministerial level ofin reading this book and evaluating the systems
government—comparing the practices, procein these countries, the reader should understand
dures and organizational approaches to implesach country’s historical political environment,
menting government policies. For students othe organizations responsible for acquisition, and
comparative politics, governments, and publiche processes used to develop a system. Their
administration, this book provides a structuregolitical systems, defense and security needs,
approach to understanding the organizations aretonomic resources, and cultures have all evol-
approaches to managing the acquisition anded over time. To provide a comparative basis,
development of weapons systems. the structures, the functions and the processes
are presented in each section of the chapters.
“Change has few friends,” goes the old sayingAlso, where appropriate, each section is intro-
While change has few friends, the political,duced with a short historical background to
bureaucratic system seems to find change irrg@rovide a setting for the current organization and
sistible. Change is a constant feature of the adts processes.
quisition systems of these countries: new initi-
atives, new organizations, old and new approach®Montesquieu says that at the birth of political
es to solving the complex problems of weaponsocieties, it is the leaders of the republic who
development and to compliment the changinghape the institutions but that afterward it is the
political philosophies of administrations. Eveninstitutions which shape the leaders of the re-
as this book was being written, the United Stategublic.”* Organizations mold behavior, but the
Korea and Singapore all made major changesrganizations were created for a variety of rea-
within their organizations and processes. Thisons to include ideology, cultural constraints and
book offers another perspective, i.e., a “snapshdtistory. What is the effect of political and bu-
in time,” which will provide future readers a reaucratic institutions on the acquisition system?
historical perspective on the acquisition systemg/hat special problems arise from public ac-
of these countries. countability and political control? The view of
the acquisition environment shown in this book
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will provide insight for those interested in un- Chapter 6 provides a comparison of the five
derstanding how each of these countries systersgstems.
operate.

Throughout this book the term “Revolution in
The first five parts are organized around a speMilitary Affairs” is used. Commonly called by
cific country and cover four general topics—theits acronym RMA, it is the banner under which
political environment, the military and the re-military departments worldwide are incorporat-
guirements process, the acquisition system, andg advanced technology into their fighting doc-
the defense industrial base. trines and their war machines. Desert Storm and

Kosovo demonstrated the impact of technology
Each Chapter looks at the political environmenbn the battlefield. Advanced technology allowed
to include the legislature, the elected politiciandombs to be delivered with precision, locate
and the roles they play in controlling and manenemy targets and fly without detection. How-
aging the executive branch and the armamemver, technology is expensive and each genera-
organization. In looking at the acquisition orga-ion of technology is introduced at a faster pace
nization and its structure, each chapter tries tthan the acquisition cycle can respond. To free
answer these questions: How does the militaryp the money needed for the RMA, a Revolu-
part of the organization relate to the acquisitiorion in Business Affairs (RBA) is necessary. The
and modernization enterprise? What is the rolbusiness side of defense needs to change—to
of the military in the development of require-become more streamlined, and to develop less
ments? What are the military and civilian roleszostly weapon systems, that cost less over the
What type of education and training do they protife cycle. RBA is a search for the best organi-
vide their acquisition personnel? How does eachation, the best procedures, and the best prac-
country manage a major program? What are theirces. Strategies such as evolutionary acquisi-
approaches? What are the different budgetingon (U.S.), a single RFP process (Korea), com-
and planning systems? How is the procurememhercial specifications (Japan), a standing review
process structured? What is the decision-maksoard for acquisition programs (Australia) and
ing process in the organization? Who makes thea new agency (Singapore) are examples of na-
decisions? What is the role of competition? Howtions looking for better ways of doing business.
do they approach source selection? What typélhey are striving for a method of achieving
of contracts do they use? What type of oversightvalue for money”—the best weapons systems
do they perform on their contractors? How daat the most affordable cost.
they test new equipment?

This book can be read several different ways.
Finally, we look at the defense industrial base. Howror those with an interest in a specific country,
have each of these nations responded to the netb@ individual country chapter will provide
to build defense equipment? What is the role ahsight into how they do business. For those in-
private enterprise? What is the public armory role®erested in a comparative analysis, Chapter 7
How has the relationship between industry andeviews all five countries and compares and
government been maintained? What type ofontrasts the approaches to delivery of weapons
industrial base does each country have? system and how the system operates.

As the commercial industrial base has becomBRecognizing the limitations of this work, the

worldwide, how has the defense industryauthors have added a recommended reading list
responded to the “globalization” challenge? to provide further insight into the culture, the

Xi
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political system and the military acquisition of making defence acquisition work. While it
system. would be nice to have exact comparisons to high-
light good practices, this book is designed to
Finally, a caveat in reading this book. The stufacilitate successful cooperation through an un-
dents at the Defense Systems Management Calerstanding of our differences and similarities.
lege (DSMC) are always looking for “best prac-Our intent is not to provide an analysis of which
tices.” What works best? The national chaptersystem is best, but rather insight into how each
in this book are designed to draw a picture osystem operates.
how national systems address the complex tasks
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Chapter 1
INTRODUCTION

This part of the volume provides an overviewinvest in defence capability in the absence of an
of defence procurement in Australia in theidentifiable threat (see Chapt@x. Consequent-
broader context of the country’s strategic envily, it has been very diffi-
ronment, and of the management and fundingult to sustain na-
of the defence organisatidhalso considers the tional consensus
constitutional and legal framework within which about the ap-
the Australian Defence Organisation operatespropriate level
To understand defence procurement in Austrasf spending on w
lia, one must understand the interplay of a nundefence (Chap-
ber of strategic, economic, legal and institutionater 5 refers).
factors. In particular, the apparently endless suc-
cession of episodes of “reform” of the (Austra-Military capability, which is provided by the
lian) Defence Acquisition Organisation can onlyADF, is centred on combat and combat support
be understood in the light of the broader conelements. However, it is but one elemenmaf
text of defence budgeting and governance—anitibnal defence capabilityvhich is shaped and
the commitment of successive governments teustained jointly with other elements of national
high levels of locally-sourced defence suppliepower. These other elements include: the De-
in line with the doctrine of “self-reliance.” fence Organisation; the machinery of gover-
nance; defence contractors and widelustry;
Overseas observers might be puzzled to leamational infrastructure; society at large, its na-
that one of the best defence procurement orgarttonal will and strategic priorities; and the
sations in the world has been regularly subjectecbuntry’s international alliances and arrange-
to savage criticism and repeated bouts of restrucaents. In this part, key elements of Australia’s
turing. The same comment could bada about defence capability are reviewed: the constitutional
the Australian Defence Organisation as a wholdramework and the machinery of government
Yet it demonstrated in East Timor in 1999-2000(Chapter 2); Australia’s strategio@mmnment and
that the Australian Defence Force (ADF) ispriorities (Chapter 3); the Defence Organisation
highly professional, technologically sophisti-and governance (Chapter 4); the provision of
cated and cost-effective. But its managementgsources to fund Australia’s military capabil-
command and governance were being called inity (Chapter 5); the ongoing reform of the
guestion (again) as Australia entered the neWwefence Organisation (Chapter 6); the structure
century and, despite its demonstrable successes)d operation of the Defence Acquisition
the Defence Organisation was struggling to de©rganisation (Chapter 7); the acquisition of
fine its role and make a convincing case for itsnajor capital equipment (Chapter 8); and the
share of national resources. It is now an unpallefence industrial base (Chapter 9).
atable but unavoidable fact that Australia faces
a dilemma increasingly apparent to many otheAustralia is a geographically large country, with
countries: how to structure a defence force anthe world’s longest national coastline to defend.

AUSTRALIA
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It has a high per-capita income, though a relaGiven its small size (about 53,000 uniformed
tively small economy for its 18 million people. personnel in 1998-99), the main qualities re-
The continent of Australia and the seas arounduired of the ADF are high levels of lethality,
it, which account for about 10 percent of themobility, adaptability and flexibility to meet a
total surface of the planet, are the areas of diregery diverse range of potential threats. In part,
military interest to Australia. In view of its re- this has been achieved through the use of pro-
moteness from major military powers and thdessional military personnel—there is no con-
inhospitable nature of much of its landmass, acription—and through the use of technologi-
sudden major military attack on Australia doescally sophisticated weapons systems as a force
not appear to be very probable. However, thenultiplier2 Australian policy makers, however,
likelihood of the country becoming involved in have long had to balance demands for techno-
a major or minor military contingency dgiite  logical sophistication, based on imports of the
significant, given Australia’s military obligations state-of-the-art weapons systems, wa#if-

to its allies (see Chapter 3) and its support foreliance requirementsalling for high local con-
international constabulary activities (peacetentin procurement of military materiel. Things
keeping and enforcement), in particular thoséave been further complicated by a reluctance
undertaken under the auspices of the Unitetb pay excessive premia for domestically sourced
Nations (UN). equipment (see Chapter 4).

Australia has a relatively small public sector and
is a medium-size defence spender, with a defence
budget of A$18 billion (U.S.$10 billion) in 1999-
2000. This represents about 8 percent of Govern-
ment budget outlays andget of the Capital Use
Charge, 1.9 percent of Australia’s Gross Domes-
tic Product (GDP3.Some 85 percent of the de-
fence budget is normally spent in Australia and
over 60 percent of it goes to the procurement anié
maintenance of capital equipment and the pur-
chase of consumables. On present strategic prbefence funding has declined by over 2 percent
jections, defence expenditure is not expected tm real terms since the late 1980s (Chapter 5
grow faster than the economy, that is, it is likelyrefers). At the same time, its systems have be-
to stay at about 2 percent of GDP (again excludtcome more capital and technology intensive.
ing the Capital Use Charge). Staff reductions (military and civilian) in the
1990s totaled some 20 percent (see Chapter 6).
The ratio of military expenditure to GDP is aOn the other hand, the share of new investment
standard indicator of the defence burden on thia capital equipment and facilities in the overall
economy and a reasonable indicator of threatefence budget has risen from below 20 percent
perception. In comparison with other countriesjn the early 1980s to over 25 percent in the late
Australian military expenditure, as a proportion1990s. Despite the aging of some major platforms
of GDP, is on the low side but, in absolute terms(e.g., F-111 aircraft), the ADF inventory has
it puts Australia in the second tier of defencébecome technologically much morg@hkisticated
spenders in the Asia-Pacific region. and its personnel more technology-oriented.
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The success of policy involving the acquisitionFor most defence-specific products, the domes-
of technologically advanced equipment duringic requirement is too small to sustain production
a period of budgetary restraint has been predilines capable of achieving significant economies
cated on the ability of the Defence Organi-satiof scale. Exports and “dual technology” have
to uncover surplus-to-requirement assets (e.goeen proposed as means of achieving longer
buildings, equipment) and under-utilised re-product runs, but, by and large, Australia is an
sources, which could subsequently be releasedsignificant exporter of defence equipment and
from these less-productive uses to pay for newonsumables and defence-related firms have
weapons systems. A significant proportion offound it difficult to combine military and civil-
such “savings” was to be achieved through thé&n outputs within one production facility. In this
shedding of civilian and military personnel re-respect, Australia’s experience is similar to that
sulting from market testing and contracting oubf many other countries.
“non-core” activities. But labour costs have been
difficult to cut even when personnel numberdHistorically, defence-related industry sectors in
were being reduced, since the skills and expeAustralia have tended to contain more produc-
tise required of personnel were substantiallers than domestic demand for defence equip-
increasing and employment conditions have hamhent is strong enough to sustain in peacetime.
to compete with those outside Defence in &ignificant consolidation has taken place in re-
healthy, growing economy. Thus, real savinggsent years (Chapter 9) but the process may well
(resources actually available for redeploymenthave a way to goln the past, many of these
have been much smaller than had been hopdidms have operated with a great deal of spare
for (see Chapter 6). However, even if furthercapacity and at scales well below those needed
sources of “slack” within the defence portfolioto stay cost competitive. Some of them have been
can be identified and taken-up, a capital- an#lept viable by various forms of “demand man-
technology-intensive investment strategy is unagement®As observed by the authors of recent
likely to be sustainable in the long-run unlessefficiency report, “The Australian defence mar-
there is an increase in real spending beyond thet is too small to provide continuity of produc-
current level of 1.9 percent of GDP. tion, let alone sufficient new design and devel-
opment work for such firms to remain viable
By world standards, the ADF buys relativelywithout subsidisation in most areds.”
small quantities of technologically advanced
equipment and consumables. By the end of thelke other parts of this volume, this part also
1990s, investment in equipment and facilitieccontains a description of the organisational
accounted for about a quarter of the annual destructure for defence procurement in Australia
fence budget (about U.S.$1.75 billion), person{Chapter 7) and of the procurement process it-
nel for over a third of it, and operating costs forself (Chapter 8). Both of these are likely to change
about 40 percent of the Buddgeilthough ac- by the time this volume appears in print but the
quisitions of major capital assets have includedpecific nature of changes is difficult &scer-
large local content requirements, defence pradain at the time of writing. It is expected that the
curement has had a relatively small impact obefence Procurement Organisation, mainly re-
the Australian economy as a whole. It is imporsponsible for capital acquisitions, will be com-
tant, though for particular industry sectors andined with Support Command, responsible for
individual firms (Chapter 9 refers). through-life logistic support. The envisaged
merger should consolidate the plethora of asset
acquisition and logistic support tasks into an
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integrated, “cradle-to-grave” capability forma- collaboration with users at all stages in capability
tion, support and management process. It is algpecification, formation and maintenance.
expected that the new, post-merger acquisition

entity will place greater emphasis on: flexibleln this part, the authors have put considerable
forms of contracting (incentive and allianceemphasis on budgetary and management issues
contracting); non-adversarial post-contractuain the Australian Defence Organisation. These
relationships with suppliers (integrated projecissues are critical to understanding the forces
teams, partnering arrangements); early involveshaping the broader organisational context
ment of acquisition personnel in requirementsvithin which the new Defence Procurement
specification; longer-term budgeting (to giveOrganisation will operate.

moremeaning to life cycle costing); and closer
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Chapter 2

THE GOVERNMENT
OF AUSTRALIA

The constitutional fabric of modern Australia mayvisited the continent as early as 1520 and the
to some be rather confusing. For example, Se®utch were making extensive and accurate maps
tion 1 of the Australian Federal Constitution pro-a century later. However, they found the land
vides that “The legislative power of the Common-harsh and inhospitable, and showed no further
wealth shall be vested in a Federal Parliameninterest in exploring and colonising it. In 1768,
which shall consist of the Queen, a Senate, andJames Cook was dispatched to explore the coast
House of Representatives, and which is hereiref Terra Australisfor Britain. Cook’s ship the
after called “The Parliament,” or “The ParliamentEndeavouarrived at the southeastern tip of the
of the Commonwealth.” Although Australia is ancontinent in 1770 and Cook set ashore to claim
independent country, “the Queen” referred tat for Great Britain. He named the land “New
above means the ruligyitish Monarch (Queen South Wales.”

Victoria at the time the Federal Constitution was

adopted and Queen Elizabeth 1l at the time ofin 1788, the first British settlement—and, thus,
writing). She is represented in Australia by thehe British Colony of New South Wales—was
Governor-General (at the Federal level) and bgstablished at Port Jackson and the principle of
State Governors (in each State). Australia haBerra Nulliuswas applied to establish the new
been a Federation (of States) since 1901. Hovsystem of colonial land right§erra Nullius
ever, substantial constitutional powers remaimeant that a “clean slate” approach was taken
vested in each State and the exact nature of the settlement, based on a premise that the Ab-
relationship between the Federal and State Gowrigines—the indigenous inhabitants of Austra-
ernments is at times rather blurred. These reld a—were nomadic and therefore had no estab-
tionships may be better understood with the aitished (customary or native) rights in land. New
of a brief history of their origins. This Chapter settlers could thus claim the continent and there
draws on O’Connor (1998) and for further de-was no need to sign a treaty with or obtain some
tails regarding the workings of the Australianother form of consent from the Aborigines. In
system of government the reader is referred thlew South Wales, and later in other British colo-

that publication. nies formed on the Australian continent (Tas-
mania in 1825, Western Australia in 1829, South
History Australia in 1837, Victoria in 1850, and

Queensland in 1859), the English legal system
Australia’'s name was derived frotarra aus- (the English common law) applied.
tralis (Latin: “southern land”). A great southern
continent appeared on maps from the earlyn 1842, the first Colonial Parliament (Legis-
Christian era and by the mid-sixteenth centuryature) was created by the British Parliament in
it was being identified as Terra Australisthe Colony of New South Wales. The enabling
Nondum Cognita. The Portuguese may hav8ritish law became known as theustralian
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Constitutions Act (No.1hn 1850, the British Par- preserves the constitutions, legislative powers
liament passed th&ustralian Constitutions Act and laws of the States (the former Colonies). As
(No.2),which allowed the colonial parliaments the relationship between the British Parliament
to draft and pass their own constitutions. Thesand the Australian Federal Government was de-
constitutions were limited in scope since colofined, the new Australian Constitution neither

nial laws dealing with so-called “controversial contained a Declaration of Independence nor
matters” (such as the disposal of Crown land) hagave the Australian Federal Parliament the right
to be scrutinized and approved by the Britisho pass laws inconsistent with or repugnant to
Government before they could be granted Royaritish laws. Similar problems were faced by

Assent (the British Monarch’s consent to theirother ex-British colonies and dominions such

enactment). Each colony established a bicamerak Canada, New Zealand and South Africa and,
(two-house) parliament with the upper house (thafter a series of conferences in the late 1920s,

Legislative Council) and the Lower House (thethe countries concerned:

Legislative Assembly.

By the 1860s, the new Australian Colonies, as-
sisted by the large-scale transportation of British
convicts, were so well established that the Brit-
ish Parliament granted their colonial parliaments
“the power to create laws for the peace, welfare
and good Government of their citizef&11865,

the British Parliament passed thelonial Laws
Validity Act which allowed colonial laws to apply
even when they were generally different from or
inconsistent with the laws passed by the British
Parliament or with the English commdaw.
However, a colonial law (an Act of Parliament)
could be made invalid if it was “repugnant to
British law, i.e., if the British Parliament created
a law, which was specifically designed to apply
to a colony, then that colony could not have its
parliament pass a law which was inconsistent with
that British law.?® Thus, although th€olonial
Laws Validity Actdevolved considerable law-
making powers to the colonial parliaments, the
British Parliament retained the overarching right
to create laws, which directly affected the
Colonies.

The constitutional powers vested in Australian

“...resolved that they were independent
and equal nations and that steps needed
to be taken to ensure that they could cre-
ate laws (through their Parliaments) with-
out fear that such laws could be ruled to
be invalid because they con-flicted with
British laws. The result of these confer-
ences was that, in 1931, the British Par-
liament passed tH&tatute of Westminster

It had three main effects:

(a) theColonial Laws Validity Actvould
not apply to the Federal Govern-
ment;

(b) no federal law would be invalid
because it was repugnant to the law
of England, or because it was re-
pugnant to an Act of the British
Parliament; and

(c) no Act of the British Parliament
would apply to the operations of the
Federal Government, unless the Fed-
eral Government requested such an
Act to be created™

Colonies continued to be important even after the

latter became States in the New Australiann 1942, the provisions of th8tatute of
Federation and the Federal Parliament wad/estminstewere accepted by the Federal Gov-
created in 1901 under the Australian Federagrnment in the (Federgbtatute of Westminster
Constitution. The Federal Constitution expressiyAdoption ActWhile theStatute of Westminster
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enhanced the independence of the Australian (passes) laws which give effect to the
Federal Parliament, it did not increase the inde- policies of the Executive; and
pendence of the Australian State Parliaments.
In principle, the British Parliament still had 3. The Judiciary(or the Judicaturg, com-
power to pass laws, which could directly im-  prising the High Court of Australia and
pact on any Australian State, as long as the sub- certain Federal courts, which applies and
ject matter of such legislation was not within interprets the laws enacted by the Parliament.
the power or authority of the Australian Federal
Government. This anomaly was not rectifiedBecause the three arms of Government are dealt
until 1986, when the Federal Parliament passedith in different Chapters of the Constitution, it
the Australia Act which created independent appears that the doctrine of the separation of
State Parliaments similar to the independerpiowers has been applied to the activities of the
Federal Parliament. Thus, it was not until theFederal Govern-
mid 1980s—more than 80 years after thanent!® The doc-
creation of an “independent and equal”’ Austratrine requires that ‘
lian Federation—that all Australian Parlia-the three arms of
mentsbecame fully independent of the British Government oper-
Parliament? ate separately and £z
independently of
The Three Arms of each other so that
the Federal Government decision-making
powers are more
Australia is a constitutional monarchy; that isbroadly distributed
it is a system of government in which the rulingfor the protection
British Monarch is the Head of State but whereof all Australians.
the powers of the Monarch are clearly definedn principle, this
and severely limited by the Federal Constitudoctrine should
tion. The first three Chapters of the Constituhave also applied
tion definethree arms of the Federal Governmentto the pre-Federation Colonial Governments and,
These are: thus, to each present-day State Government. In
practice though, the doctrine is sometimes ignored
1. The Executivegcomprising the Governor- at the State level since the constitutions of the
General (representing the Monarch) and théormer Colonies do not set out the operations of
Federal Cabinet of Ministers led by theeach arm of Government in separate chapters.
Prime Minister, which is responsible for set-Even at the Federal level the doctrine is some-
ting the policies of the Federal Governmenttimes ignored or not applied as certain Gov-
overseeing the administration of theseernment operations are occasionally undertaken
policies, and for enforcing Federal laws byor controlled by arms of Government other than
prosecuting people who break them. Thehe one defined in the appropriate chapter of the
Public Service, controlled by the Federal Min-Federal Constitution (see below).
isters, is responsible for the administration
of Government policies; The Parliament

2. The Parliamentcomprising the House of Chapter 1 of the Constitution gives the Federal
Representatives and the Senate, enacParliament (the Parliament of the Commonwealth)
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legislative power, the power to pass new law&overnor-General, as the Monarch'’s represen-
(Acts of Parliamentand laws which amend tative. Under the Constitution, the executive
existing Acts. The Parliament consists of thgpower of the Federal Government is vested in
Monarch, a Senate (an Upper House) and the Federal Executive Council, which advises
House of Representatives (a Lower House}he Governor-General in the Government of the
Thus, the Federal Parliament is a bicameralommonwealth.

Parliament and the draft lawBills) must be

passed by both Houses to become Acts. Thehe Federal Executive Council comprises the
must also receive the formassent(approval) Prime Minister and the Cabinet of Ministers,
from the Governor-General acting on behalf ofippointed by the political party that holds the
the Monarch. Thus, under the Australian Fedmajority of seats in the House of Representatives,
eral Constitution, the Monarch is vested withand the Governor-General. As in most other
someegislativepower. This is because any Actscountries, individual Ministers are responsible for
passed by the Parliament cannot come intone or more specific areas of government. For
effectuntil the Monarch’s assent has been obexample, a member of the Cabinet in charge of
tained and the process of assenting to Acts ihe area (portfolio) of “defence” is the Minister
undertaken by the Governor-General as théor Defence.

Monarch’s representative.

Members of both Houses of the Parliament are PUBLIC ADMINISTRATION

elected by popular vote. Members of the House

of Representatives are elected for a period of ulglinisters are supported by Departments, which
to three years and Senators a period of six yeaase staffed by public servants who administer the
but half the Senators are due for re-election eveiMinister’'s portfolio, provide policy advice and
three years. Thus, Parliamentary elections mustho are in charge of the delivery of portfolio ser-
be held at least once every three years and ofteites. The Ministers are also responsible for ad-
occur well within that span. While prospectiveministrative rulesRegulationgproduced by their
Members of Parliament may stand as indeperepartments to administer the routine business
dents, nearly all of them belong to one of theof the portfolio and implement the relevaats
major political parties: the Liberal Party, the Aus-of Parliament. As Ministers should ultimately be
tralian Labor Party, the National Party, the Austesponsible for the administration of Govern-
tralian Democrats, and the Greens. The politicahent’s business, the power of the Executive is
party, which has won the majority of seats in thesometimes referred to administrativepowert’
House of Representatives is entitled to form the

Government and its leader to be appointed thie principle, the passing of Federal Regulations
Prime Ministef® The Constitution prescribes, is the prerogative of the Federal Parliament since
inter alia, that the Parliament must sit (meet) athe legislative power is vested in the Parliament
least once every 12 months. Figure 1-1 provideand not the Executive. In practice, the doctrine
further details of both Houses of Parliament andf the separation of powers is not applied in this

parliamentary procedure. case as, to reduce its workload, the Parliament
often passes an Act which gives authority to
The Executive the Executive to pass Regulations to accom-

pany the Act, so that it may be administered
The Executive comprises both the Prime Min-and effectively implementeld.
ister and his/her Cabinet of Ministeaad the
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The House of Representatives

The Constitution requires that every member of the Lower House represent roughly the same number
of voters (at present, electorates of about 75,000—80,000 people). The Constitution allows the Parliament
to make laws to determine the number of members in the Lower House. Since Federation, the
membership has increased from 75 members to 148. The Constitution also provides for the election of
a Speaker of the House of Representatives, whose job is to ensure that the business of the House
proceeds in an orderly manner and in accordance with parliamentary rules (standing orders).

The Senate

In debates leading to the Federation of Australian Colonies, the smaller Colonies favoured the concept
of a Senate as an important “house of review” which would have the power to scrutinise and, if need
be, to impede the proposed legislation of the House of Representatives. Consequently, the Federal
Constitution provided that all States would be granted an equal number of Senators regardless of their
population. On the other hand, the inter-state distribution of the membership of the House of
Representatives is entirely dependent upon the distribution of population between the States. Thus, a
larger State (e.g., New South Wales) has a larger representation in the Lower House than a small State
(e.g., Tasmania) but an equal number of Senators in the Upper House. Historically, this was intended to
ensure that the House of Representatives would not pass legislation favouring larger States at the
expense of the smaller ones. This is a source of frustration for governments with a large majority in the
Lower House but no majority in the Senate. The Senate may significantly impede the passing of a
major piece of legislation, when independent or minor party senators tip the balance of power.

Parliamentary Procedure

Most laws of a Government (Federal or State legislation) are contained in Acts of Parliament. As noted,
an Act starts its life as a Bill (a draft Act) and is prepared by a senior Government lawyer (Parliamentary
Draftsman or Parliamentary Counsel). Normally, Bills are introduced by the Government of the day.
Individual members of Parliament may also introduce Bills (Private Member Bills). A Bill may be
introduced in either House of Parliament, although it is usually presented to the House of Representatives.
Money Bills (Appropriation or Supply Bills), which allow the Government to spend money and raise
taxes, may only be introduced in the House of Representatives. However, regardless of where it is first
introduced, both Houses of Parliament must pass a Bill before it becomes an Act.

When the House of Representatives and the Senate cannot agree upon a particular Bill—for example,
when the Government commands a majority in the House of Representatives but not in the Senate—
the Constitution provides that both Houses of Parliament may be dissolved and a Federal election may
be called (double dissolution election). At such an election, all eligible citizens would be required to
vote for the House of Representatives and the full Senate. The double dissolution provision is not
compulsory in the case of deadlock between the Houses, but it is available at the option of the
Government. It is often used as a political threat to opposition parties that may be blocking a bill in one
House—particularly where those opposition parties are not enjoying high public support in opinion. " If
the same political party has again won a majority of seats in the House of Representatives and formed
a Government after a double dissolution election, the same Bill may again be passed through the
House of Representatives. If the Senate once more rejects or fails to pass the Bill, or passes it with
amendments which the House of Representatives will not approve, then a joint sitting of the two houses
may be called.”

1 0’Connor, 1998.

Figure 1-1. The Australian Parliament
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In some circumstances, Acts of Parliament oor operations of the other level of Governniént.
administrative Regulations may require a boar€onstitutionally, the exclusive powers of the Fed-
or tribunal to be established to review decisionsral Parliament are confined to passing laws in
made by public servants in a department. Normespect of the location of the Federal Government;
mally, the review board/tribunal is established asnanaging the Federal public service; issue of
an element of the Executive power to review arurrency; and, raising and maintaining a military
administrativedecision of a department. How- force. The latter power is exclusive to the Fed-
ever, these boards or tribunals have sometimesal parliament by Section 114 of the Federal
been given powers, which are equivalent to thos€onstitution, which provides that “a State shall
of a court. This is another example of the breachot, without the consent of the Parliament of the
of the doctrine of separation of powers, in thaCommonwealth, raise or maintain any naval or
the Executive may be performinguaicial func-  military force.”

tion, which might be regarded as the prerogative

of the Judiciary? The Judiciary

The Federal Constitution creates the third arm
of the Federal Government by providing that:

“The Judicial power of the Common-
wealth shall be vested in a Federal Su-
preme Court, to be called the High Court
of Australia, and in such other federal
courts as the Parliament creates, and in
FEDERAL GOVERNMENT POWERS such other courts as it invests with fed-
eral jurisdiction. The High Court shall
Although the Australian Constitution determines  consist of a Chief Justice, and so many
areas where the Federal Governmenekpsess other Justices, not less than two, as the
powerto pass laws, many of these powers are Parliament prescribes?
not exclusiveo the Federal Government and may
also be exercised by the State Governments. Howhe High Court is the chief court in Australia. Its
ever, when laws are passed by both a State anthin functions are to: apply the laws of the Fed-
Federal Government covering the same subjeetral Government; interpret the meaning of those
matter and the State law is in conflict with thelaws when the intent or meaning of those laws is
Federal law, then the Constitution provides thatinclear; and hear appeals from decisions regard-
“the latter shall prevail and the former shall, toing civil (disputes) and criminal (law breaking)
the extent of the inconsistency, be invalid.” Somenatters made by lower Federal, State and Terri-
concurrent powers are not exercised by the Statésry courts?’? The High Court may also asked to
and are, thusje factolimited to the Federal clarify the meaning of certain sections of the Fed-
Government. eral Constitution or rule on whether the doctrine
of separation of powers has been broken.

Since 1904, under the so-callddctrine of

implied immunitythe High Court has applied a In practice, the High Court is rarely called upon
principle which limits the scope of federal powerto make such rulings. And, in fact, the Consti-
by prohibiting one level of Government (be ittution contains no specific methods by which
State or Federal) from interfering in the businesthe doctrine can be enforced.
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“This is in contrast to the Constitution of ~ justify particular administrative decisions. Pub-
the United States which does create alim-  lic input is another important dimension of the
ited set of checks and balances between committee system. Committee inquiries increase
the Executive and Parliamentary arms of  public awareness of and stimulate debate on mat-
Government....Our Constitution contains  ters being considered by the Parliament. Com-
no such system of checks on the exercise mittee meetings provide public fora for the pre-
of powers between the Executive and the sentation of the various views of individual
Parliament.... Some people may consider citizens and interest groups.
that this is a fault in our Constitution,
however others may argue that this al- A parliamentary committee consists of a group
lows a more liberal and realistic appli- of Members or Senators (or both in the case of
cation of the doctrine. The latter view may  joint committees) appointed by one or both
be the better view, as the United States Houses of Parliament. Most Members of Parlia-
system can often result in legislative  ment (MPs), except Ministers and some of the
gridlock—particularly when the Con- principal office holders, serve on commit-tees.
gress is controlled by one political party, = Committees are normally composed of Members
whilst the President belongs to another  from the various parties in proportion to the nu-
party.” 24 merical strength of each group in the House. Thus
government members form a majority on each
A number of other Federal courts have been createdmmittee. In practice each committee is chaired
by the Federal Parliament since Federation. by a government member and has an opposition
member as deputy chair.
PARLIAMENTARY COMMITTEES
Committees have considerable powers, usually
Parliamentary Committee System delegated to them by the House(s) appointing
them. Laws establishing some committees may
The purpose of parliamentary committee systeralso include particular provisions on these
is to perform functions which the Houses themmatters. Committee proceedings are “proceedings
selves are not well equipped to perform, such daa Parliament,” and therefore “privileged.” Mem-
carrying out inquiries, hearing witnesses, exambers and others participating, such as witnesses
ining evidence, discussing matters in detail andiving evidence, are thereby protected from being
formulating reasoned conclusions. This kind osued or prosecuted for anything they may say
work is more effectively carried out by small during such proceedings. Written evidence re-
groups of Members. By concentrating on specieeived by a committee is similarly protected.
fic tasks or subjects, committees offer the benéFhese powers ensure that committees are able to
fits of specialisation. Through its committee sys-get comprehensive and reliable information.
tem, the Parliament obtains information from the
Government and is able to receive advice fronThe committee system contributes to better pub-
experts on the matters under investigatton. lic administration and policy making through
committee reports and recommendations. Com-
An important function of committees is to scru-mittee reports usually recommend government
tinise government activity. Thus, parliant@ty action, e.g., the introduction of legislation, a
committees oversee the expenditure of publichange in administrative procedures or review of
money and may call the Government or the pulpolicy. Such action is the responsibility of the
lic service to account for their actions and explainExecutive Government. The latter responds to
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such committee reports by way of a preparedovernment departments and authorities or in

response to the House. The response may acceagfports of the Commonwealth Auditor-Genétal.

wholly or partially, a committee’s recommenda-It is the most important com-mittee dealing with

tions, and announce its intention to take certaidefence matters. For example, current inquiries

action. Even though a committee’s recommeninclude,inter alia:

dations may not be implemented directly, they

may exert some indirect influence as the infor- e« Australia’s relations with the Middle

mation collected by the committee and its rea- East, including the Gulf region;

soned conclusions may nevertheless be taken into

account by the Government, and may also have a ¢ Australia’s relations with the United Na-

wider impact on the community at large. tions in the post Cold War environment;
and

Joint Standing Committee on Foreign

Affairs, Defence and Trade » the suitability of the Australian Army for
peacetime, peacekeeping and war.

Foreign Affairs, Defence and Trade is one of 13

joint committees. It is established by a resolutiomhe Committee consists of 32 members. Of these,

of both the House of Representatives and the Seh?2 Members of the House of Repre-sentatives are

ate. Because of the role of the Joint Committeaominated by the Government Whip, eight

on Foreign Affairs, Defence and Trade there iMembers of the House of Representatives are

no general purpose standing committee coveringominated by the Opposition Whip or by any

these subject areas. The purpose of this commindependent Member. From the Senate, the

tee is to consider and report on such matters reeader of the Government nominates five Sena-

lating to foreign affairs, defence and trade as matprs, the Leader of the Opposition nominates five

be referred to it by either House of the ParliaSenators and two Senators are nominated by any

ment; the Minister for Foreign Affairs; the Min- minority group or groups, or independent Sena-

ister for Defence; or the Minister for Trade. Thetors. A Government member is elected as its

Committee may also inquire into matters raise€hair.

in annual reports of relevant Commonwealth
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Chapter 3

AUSTRALIA'S STRATEGIC
ENVIRONMENT

Australia’s International Security and Defence came to an end in 1968 with the with-
Strategic Priorities drawal of all British forces east of Suez. The same
year, President Nixon made it clear that the United
Since World War Il, Australia has faced theStates was not prepared to fill the void as Aus-
dilemma of how to structure defence policy intralia’s new imperial protector. This marked a
the absence of an identifiable threat. Kimturning pointin Australia’s strategic perceptions:
Beazley, dormer Defence Minister in the Hawke the strategic dependence approach was no longer
Government of the 1980s, put it this way: viable and a new policy sklf-reliancebegan to
take shape.
“For most of our history, our efforts to
build a cogent intellectual basis for Aus- At the heart of the doctrine of self-reliance is a
tralian Defence Policy have foundered requirement for the capability to counter cred-

at the very beginning over a quite fun-  ible low level contingencies, which nevertheless
damental uncertainty about what our  may be very demanding, given the vastness of
Defence Forces are intended to df8.” Australia’s area of direct military interest. The

policy of self-reliance does not aim to achieve
For most of this century, Australia’s solution tomilitary self-sufficiency. It merely aims to per-
this problem has been to seek protection frommit Australia to conduct military operations in
powerful though distant allies. Until the latethe event of credible low- and medium-level
1960s, Australian defence policy assumed thdhreats without depending immediately on poten-
its forces would normally operate in conjunc-tially unreliable sources of military support and
tion with allies in areas distant from Australia’ssupply. The policy of self-reliance was one of
shores. Strong traditional kinship with Britain three pillars of overall strategic policy outlined
was the lynchpin of policy until the 1950s andin the 1987 White PapeFhe Defence of Austra-
Australian forces were structured primarily forlia—the remaining two being Australia’s alliance
overseas service (doctrine of forward defence)with the United States and the com-mitment to
In the Cold War, the Soviet Union and laterdevote a certain level of resources to meet planned
China were identified as the most likely poten-objectives.
tial foes of the British Commonwealth in the
Asia-Pacific region. Like its (1987) predecessor, the 1994 Defence

White PaperDefending Australialid not iden-
The alliance with the United States, first forgedify any specific source of military threat to
in 1942 following the fall of Singapore, rapidly Australia. But it acknowledged the growing stra-
grew into the main strategic alliance underpintegic potential of China, Japan and India and
ning much of Australia’s defence aforeign noted the large-scale force modernization pro-
policy in the 1960s and 1970s. The era of Imperiadrams being undertaken by many South East
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Asian countries. It also noted that the end of theltimately influence the nature of the major Defence
Cold War has brought about important newacquisitions and capability enhancements.
uncertainties relating to the future strategic situ-

ation in the region and that these could result inASP97 reaffirms Australia’s commitment to
deteriorating security environment for Australia.maintain and enhance its strategic standing in a
In the circumstances, the 1994 White Paperegion where the security environment has be-
regarded the concept of a post-Cold War “peaceome both complex and very uncertain. In this
dividend,” in the form of defence budgetary cutsenvironment, the ADF must have the capacity to
as somewhat implausible in Australia. defend Australia’s territorial integrity and inter-
ests from armed attack and be able to actively
support U.S. strategic engagement in the region,
AYRES ROCK while continuing to foster and sustain security
and defence relationships with other countries in
the region. Also, the greater accuracy and lethal-
ity of weapon systems available to nations in the
Asia-Pacific region will demand greater resources
devoted to intelligence collection and evaluation,
stealth and self-defence capabilities.

In view of the absence of an identifiable threatSince the release of ASP97, the complexity of
the key force structure planning tools includedAustralia’s security environment has become
concepts such as “credible contingencies,inore apparent. True, there is no immediate con-
“warning time” and “the expansion base.” Ac-ventional threat in that the probability of Aus-
knowledging the changing distribution of mili- tralia becoming involved in an intensive com-
tary capability in the region, the 1994 Whitebat against an invader-state appears to be rather
Paper introduced the concept of a “short-warnremote. But Australia, as a U.S. ally, could be-
ing conflict,” which may range from small raids come involved in a conventional war in the
to larger and protracted operations. Korean peninsula or in the China-Taiwan con-
flict. Australia’s regional security environment
The 1997 Strategic Reviewstralia’s Strategic has recently become very unstable. Indonesia is
Policy (ASP97), explains the philosophy behindstruggling to retain its territorial integrity, Pacific
ADF capability development at the end of theisland-nations and Papua New Guinea are verg-
1990s and identifies the strategic issues that thieg on the brink of ungovernability and the Phil-
Government will need to address when deterippines is still battling separatists and imggunts.
mining Australia’s defence capabilities to 2020As Professor Paul Dibb, Australia’s best known
and beyond. Although events such as the Indonstrategic analyst, puts it, an “arc of instability” now
sian crisis of 1999, Australia’s involvement in Eassurrounds the continent. Only New Zealand is a
Timor, the 1997-98 East Asian financial crisis,truly stable nation in the region.
and the growing political instability of Pacific
island nations have influenced the most recerut threats of conventional warfighting are only
strategic thinking. ASP97 offers good insights intaa part of a contemporary security environment. It
Australia’s defence planners’ perceptions of strais much more likely that Australia will need to
tegic uncertainties in the Asia-Pacific region andace “unconventional” threats such as those posed
their concerns with the growing capability ofby large-scale illegal immigration and drug
regional defence forces. It is these concerns thatnugglers, terrorist organizations and “cyber
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vandals” (e.g., computer hackers). Consequeni&s observed by Dr. Alan Dupont, one of
ly, the ADF is more likely to be deployed in Australia’s preeminent strategic thinkers:

peace-enforcement and international consta-
bulary tasks or disaster relief than an all-out
warfighting.

At the time of writing, the Government is about
to release a Green Paper on defence, which is to
initiate a process of public debate on Australia’s
strategic defence priorities and their funding. This
is to lead to the publication of the new defence
White Paper at the end of 2000 to map Australia’s
defence strategy and policy for some years to
come*

“The only rational basis for making
decisions about equipment, capabilities
and tasks of the ADF is to ensure that
they are consistent with informed judg-
ments about the kinds of threats and
challenges Australia is likely to face...”
Reform of management and the defence
acquisition process, while commendable
objectives, cannot substitute for lucid
thinking about the role and function of
the ADF"32

“...the issues, if they get a public hear-
ing, will be fascinating. Should Australia
have a defence force merely to defend its
own continent in the air-sea gap? Should
we aim to project power? If so, how far?
To Northeast Asia (into the China-Taiwan
dispute), or to the Indian subcontinent or
to handle emergencies arising from in-
stability near home? Should we seek our
security in collaboration with our Asian
neighbours? Should we try to add value
or a new design to the U.S. alliance?

The truth is that most of these will cost a
lot more money. The bias of the Howard
Government (the Government of the day
at the time of writing) is for a defence
force that can both defend the continent
and project power to some extent. But our
ability to do that at 1.9 percent of GDP is
no longer credible

Defence Strategic Policy Dilemma

For over two decades, successive governments
have endorsed the strategic argument that the
country’s security lay with the ADF’s ability to
deploy modern and technologically sophisticated
weapons systems so it could lay claim to having
a small but potent defence force that was supe-
rior to other defence forces in Australia’s Asia-
Pacific neighbourhood. The acquisition of weap-
ons systems such as F-111 strike aircraft and F/
A 18 fighters, Collins class submarines and Aus-
tralian and New Zealand Army Corps (ANZAC)
frigates was also intended to strengthen
Australia’s international alliances by providing
the ADF with long distance interoperability with
the U.S. and other allied forces. As defence
budgets stagnated or declined in real terms, the
only way to fund the technology-based “force
multiplier” was to increase the capital intensity
of national defence by shifting resources away
from personnel to the acquisition of (increasingly
sophisticated) platforms and weapons systems.

An added complication was the determination
of successive governments to have a significant

While Defence has embraced the rhetoric opart of Australia’s investment in new weapons
‘new managerialism’ in its mission statementsystems and platforms directed to domestic
and strategic planning documents (see the folndustry under @olicy of self-relianceandAus-
lowing Chapters), the fundamental strategidralian Industry Involvemenfsee Chapter 9).
dilemma of Australia’s approach to its nationalThis not only resulted in cost penalties incurred
security provision tends to have been obscureas a result of small volumes of equipment being
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manufactured and supported in-country but alsm real defence budgets, future capability en-
encouraged industry to invest in defence-specifibancement and other commitments imposed by
assets, such as shipyards or assembly lines, whittte Government (see Chapter 6).
subsequently could only be sustained by direct-
ing further Defence work to them. As industryBut the policy of systematic redirection of
lobby groups pressed for more orders, the distincesources from personnel and operational costs
tion between defence new capability formatiorin noncombat areas of Defence to the “sharp end”
and national industry support agendas becantes not worked as well as anticipated. We shall
increasingly blurred. return to some of these issues in the following
Chapters. At this point we note that two particu-
In the 1950s, annual defence spending in Austrdar events brought the era of over-ambitious
lia averaged some 3.5 percent of GDP. It fell testrategic aspirations combined with the Walter
2.5 percent in the 1960s and about 2.4 percent Mitty-style resource allocation to an end.
the 1970s and 1980s. It fell to 2.2 percent in the
first half of the 1990s and to a low of 1.9 percenfirst, technical problems associated with the in-
from 1996-97 onwards. In the mid-1980s, thecountry construction of the Collins class sub-
ADF was over 70,000 strong with 40,000 civil- marines have revealed the real cost of under-
ians. Even though the impact of resource redtaking the development of sophisticated modern
rection on personnel numbers has not been ageapons systems in a small economy such as
severe as intended, the numbers have declinedAaistralia (see Chapter 9). The question is not what
over 50,000 ADF and 16,000 civilians. a local industry could possibly do but whether it
is worth doing given the international division of
This policy of freezing real defence budgets whildabour and trade, and considering the changing
directing the ADF to acquire sophisticated equiphnature and pace of defence technology.
ment with high local content and to be prepared
to undertake a wide variety of missions, fromSecond, the deployment of elements of the ADF
high-tech warfighting to international peace-in East Timor, some 5,000 personnel at the peak
keeping and enforcement, was only possiblef Australia’s involvementin 1999-2000, revealed
given Australia’s benign strategic environmentthe wide divide between Australia’s strategic as-
Since the ending of the Vietham War and untipirations and real defence fundifigWithout
1999, there has been no serious direct threat smpplementary funding and the redirection of
Australia’s interests, let alone a threat to its terrispending priorities away from capital commit-
torial integrity. Obligations imposed by its statusments, it was simply impossible to field and sus-
as a good ally and an international citizen, as evtain Australia’s presence in East Tiniblt has
denced by the ADF participation in the Gulf Warbecome more apparent to the Government—al-
and various UN-led peacekeeping operationghough not as yet to the Australian public—that
could be accommodated within the existing budpeacekeeping and enforcement operations are
gets without too much pain. Consequently, newery costly, labour-intensive and require a degree
capital acquisitions were embarked upon all t@f dedication that cannot be simply subsumed in
be funded within the existing budgets. Finangeneral defence expenditures. Further, it has
cial reform program@&nd markettesting of became painfully obvious that, despite the rheto-
activitiespotentially suitable for contracting out ric of “shifting resources from tail to teeth,” the
were expected to uncover and redirect enoudbng-term policy of cutting personnel numbers
organizational “fat” to fund, without increasesto fund new equipment is no longer sustainable.
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With constant real budgets, the strategy of invesAll small countries face some uncertainty about
ing resources in increasingly technologicallythe determination of their major allies, the U.S.
sophisticated, capital-intensive but labour-savingn particular, to honour their joint defence under-
equipment is fundamentally incompatible withtakings. Since Australia cannot take the provi-
labour-intensive demands on the ADF in peacesion of U.S.-supplied deterrence for granted, it
time. Future governments have a choice: eithdras little, if any, incentive to underspend on de-
deflate their expectations with regard to the capdence on the assumption that the U.S., the senior
bilities of the ADF and, thus, narrow down thealliance partner, will pick up the bill. To then-
range of strategic commitments, or allow for drary, Australia’straditional approach has been
greater proportion of Australia’s GDP to bethat of agood alliance member. To a large extent
diverted to defencé& he basic dilemma is sim- that has been the logic
ply this: more money for defence or less defenaaf the doctrine of for-

capability. ward defence. How-
ever, there has always
International Alliances been some debate
about the desirability

N
2

Australia is a member of a number of internaof Australia’s depen- i)
i i - its ma P> NN Y
tional alliances and defence cooperative arrangelence on its major al- & 350@a 2 a

ments. The most important of these is the Audies for strategic sup-
tralia, New Zealand, and United States Securitplies. Thus, while Australia has aimed to achieve
Treaty (ANZUS), essentially the Australian-U.S.a high degree of operational interoperability with
alliance which extends the U.S. deterrence unthe U.S. and other allies, it has also tried to widen
brella to include Australia and provides the latterts portfolio of international suppliers and
with access to U.S. training facilities, combinedmaintain a credible, defence-related domestic
exercises, intelligence sharing, the procuremermdustry.
of technologically advanced equipment from the
U.S. and logistic suppott. While Australia’s treaty relationship with the
United States continues to be a key element of
Another important alliance is the Five-Powerits defence policy, since the mid-1990s, Aus-
Defence Arrangement (FPDA), which involvestralia has tried to expand regional security
the cooperation between Australia, New Zealantpartnerships” with the Association of South-
and the United Kingdom (UK) in the provision East Asian (ASEAN) countries—in particular
of defence support for Singapore and Malaysidndonesia, Malaysia and Singapore.
The Arrangement involves various forms of mili-
tary cooperation and the provision of logistic supAt the global level, Australia has supported in-
port. Australia is in a rather interesting positionternational constabulary activities aimed at peace-
in that its main allies, the U.S. and the UK, arékeeping and enforcement and the provision of
themselves members of another, and globallgumanitarian aid by multi- and inter-national
much more important alliance, namely the Norttagencies, particularly the UN. The 1990s have
Atlantic Treaty Organization (NATO). Thus, Aus- already seen significant Australideployments
tralia benefits from institutional links with NATO in the Gulf, Namibia, Cambodia, Somalia,
countries and has access to many NATO-specifiewanda, East Timor and the South Pacific.
military technologies.
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Chapter 4

AUSTRALIA'S DEFENCE
ORGANISATION

Defence Organisation and Governance Goverment (Government wearing the
purchaser hat), but (is) also responsible
The Department of Defends a department of for ensuring the financial and other
state established by the Governor General pur- sustainability of Government’s investment
suant to Section 64 of the Australian Federal inthe business (Government wearing its

Constitution.The Minister for Defenas respon- owner/shareholder hat). In the words of
sible to Parliament for the management of the the Commonwealth’s Financial Manage-
Department and, under tiefence Act 1901 ment and Accountability Act, Secretaries

has the general control of and administrative are responsible for managing in a way
responsibility for theAustralian Defence Force which promotes the proper use of Com-
(ADF). The Act determines powers of command monwealth resources—i.e., efficient,
and administration of the Defence Force. effective and ethicaF’

Subject to the control of the Minister, t&hief The ADF and the Department of Defence are
of Defence Force (CDR}ommands the ADF. collectively referred to as tHeefence Organi-
CDF is responsible for planning and ADF pre-sationor asDefence The CDF and the Secre-
paredness and for the conduct of military optary are jointly responsible to the Minister for
erations. The CDF is also tpencipal military = Defence—and through him/her to the Govern-
adviserto the Minister on matters concerningment—for the management of Defence. This
military strategy and force development. Thgoint responsibility is often referred to as the
Chiefs of Services command their Serviceslefencealiarchy. The chain of responsibility from
under the CDF. the diarchy to the Government of the day is

sometimes misrepresented, as some people be-
The (civilian) Department of Defence is admin-lieve that the line of command runs from the
istered/managed by tHeecretary The Secre- diarchy to the Governor-General. This is falla-
tary’s duties are determined Bgfence Act 1901 cious both constitutionally and functionatfy.
and other legislatioff. He/she is therincipal However, the very nature of diarchy—with ex-
civilian adviserto the Minister of Defence on ecutive authority vested in two equals—means
matters concerning policy, resources and organthat neither of the two people in charge is solely
sation, financial planning, programming, bud-responsible for the management of Defence and
geting and control of expenditure. As describe@ degree of consensus—or synergy and compro-
by Dr. Allan Hawke—the incumbent Secretarymise—is needed for the dual leadership to be
at the time of writing—the Secretary is... effective.

“...not only responsible for the deliver- As of January 2000, the Defence Organisation
ing the ‘Defence product’ to the comprises 14unctional GroupsWhile Defence
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resources are appropriated on the basis &t the time of writing, the incumbent Secretary
Defence Outcome and 22 Defence Outputs (s¢®s made it no secret that he is “not a fan of
Chapter 5), the Department manages its activimatrix management.” With regard to Defence’s
ties through its Functional Groups. Thisorganisational structure and governance, he
organisational matrix was introduced in 1997notes the following:

under the Defence Reform Program (see below)

and was intended to provide a means of more “The separate acquisition and logistics
effective resource management to align the use organisations are both engaged in pro-

of defence resources (inputs) with responsibili-  curement. The role of the Service Chiefs
ties for outputs and outcomes and, by devolving must be clarified—they have essential
some authority and responsibility ®roup responsibilities. The functional split

Managers/Authoritiego stimulate the adoption within Defence Headquarters is not clear-
of more cost effective delivery processes. Fig- ly understood by many within it, let alone
ure 1-2 shows the 1999-2000 Group structure those outside whom it is intended to sup-
of Defence. port. The so-called corporate support

groups are not seen by their customers

Group Group Authority

Defence Headquarters Deputy Secretary Strategy & Intelligence DEPSEC Sé&l
Vice Chief of the Defence Force VCDF

Navy Chief of Navy CN

Army Chief of Army CA

Air Force Chief of Air Force CAF

Intelligence Deputy Secretary Strategy & Intelligence DEPSEC S&l

Support Command Commander Support Command Australia COMSPTAS

Joint Education & Training Head, Joint Education and Training HJET

Defence Personnel Executive Head, Defence Personnel Executive HDPE

Defence Acquisition Organisation

Under Secretary Defence Acquisition

UNDERSEC ACQUSITION

Science and Technology Chief Defence Scientist CDS
Defence Estate Head, Defence Estate HDE
Defence Information Systems Head, Corporate Information HCI
Defence Corporate Support Head, Defence Corporate Support HDCS
Finance & Inspector General First Assistant Secretary, Resource & Financial Programs | FASRFP

Source: DPBS, 1999-00.

Figure 1-2

. Defence Organisation — 1999-2000 Group Structure
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as sufficiently respaive to their needs.
More importantly, our top structure is
not consistent with the previous 14 func-
tional groups or with our 22 outputs....
When | asked our senior military and
civilian staff to identify Defence’s
strengths and weaknesses, one of the
most significant areas identified was lack
of clarity in direction; in roles, respon-
sibilities and structures; together with
blurred and poor performance account-
ability—in other words, accountability,
responsibility and authority are not
aligned.”*°

e capability to defeat any threats in
Australia’s maritime and air approaches;

* maintenance of an effective military
strike capability; and

e capability to defeat any incursion on to
Australian territory.

To meet these ambitious objectives, the small
national defence force must draw on the broader
support of Australian industry and the com-
munity at large (a whole of nation approach to
Australia’s defence). The government’s current
philosophy takes a broad view of national

It is therefore likely that the matrix structure ofdefence capability to engage a wide range of
the Defence Organisation will soon be radicallycivil support in peace on the assumption that

streamlined and reshaped. The purpose of thesach support will surely be needed in war.

changes will be to restructure the top manage-
ment and headquarter roles to align the organi-
sational structure and outputs with the ac-
countbility/responsibility chain. At the time of
writing, the Secretary and the CDF are putting
in place a set of commissioning or charter let-
ters clarifying roles and responsibilities, ac-
countabilities, authorities and priorities for the
senior member of the Defence Executive, start-
ing with the Service Chief8.The fundamental
role of the Defence Executive is to be clarified
together with the associated committee struc-

“As a part of a broader view of national
defence capabilities, the Government
envisages a national support policy,
which creates an environment where
combat forces, Government agencies,
the civil infrastructure and industry all
act as a seamless continuum of capa-
bility....Warning time for unforseen con-
tingencies might be insufficient to source
and put in place the necessary arrange-
ments to meet changed strategic needs.

To this end, Government has directed the
Department of Defence to structure for
war, and adapt for peacé?

ture and the broader framework of corporate
governance. The Defence Acquisition Organi-
sation may also be merged with Support
Command, which is presently responsible for
in-service management of equipment. Accordingly, the Defence mission is “to prevent
or defeat the use of armed force against our
country or its interests? The Defence mission
encompasses two key objectives: (a) the forma-
Four priority areas for the ADF capability tion and maintenance of the capability “to de-
formation have been identified by the 1997eat any use or threat of armed force against
Strategic Review: Australia or its interest;” and (b) the promotion
of regional and global relations that enhance
» use of information technologies to pro- “Australia’s security by reducing the likelihood
vide a technology force multiplier (the of armedattack against Australia or its interests.”
knowledge edge); As stated in arearlier Defence document,

Defence Mission and Goals
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Australia’s overarching defence objective is toGoal 6: stronger leadership and better manage-

develop the force structure to defeat attacks on ment with a view of improving the
Australia and defend its regional interests; main- decision-making processes in Defence
tain forces at a state of preparedness to defeat and greater focus on outputs and
any attack which could credibly be mounted outcomes of Defence activities.

against Australia; contribute actively to defend-

ing the country’s regional and global interestsAustralian Defence Force

and contribute to national tasks as directed by

Government* Under the current Australian doctrine, military

capability

To achieve its mission, Defence has developed

six goals that encompass both the develop- “...refers to the existence and nature of
ment of Australia’s defence capability and the armed forces (their force structure—
evolution of the Australian Defence Organisatffon: equipment, facilities, workforce, organi-

Goal 1:

Goal 2:

Goal 3:

Goal 4:

Goal 5:

sation and doctrine) and their prepared-
more combat-ready capability, with ness. Preparedness in turn is defined as
a key objective of maximising the the force’s readiness (availability and
numbers in combat-related forces; sustainability of the force to conduct

specific tasks and operations) and
stronger future capability, with a key  sustainability (the organic military, na-
objective of taking advantage of tech-  tional and international arrangements
nological advances that underpin the needed to support and regenerate the
“knowledge edge;” force).” 46

closer alliances and international stra-The Australian military capability is centred on
tegic relationships, in particular with its combat and combat support elements ADF.
the United States and New Zealand andin view of the vastness of the geographic area
through bi- and multi-lateral defence of direct military significance to the ADF, its
relationships with countries in the small numbers and Australia’s somewhat uncer-
Asia-Pacific region, to enhance Aus-tain strategic outlook, the main qualities required
tralia’s defence capability and influ- of Australia’s defence effort are adaptability and
ence the strategic environment to makelexibility to meet diverse and rapidly changing
armed conflicts less likely; demands.

enhanced national support, i.e., theAs of 30 June 1999, the Royal Australian Navy
increased use of support services fronfRAN) included three guided missile destroy-
industry and new initiatives to promote ers, six guided missile frigates, two ANZAC
the development of skills and capacitiesclass frigates, three Collins class and one Oberon
needed from the civil sector; class submarines, two inshore minehunters, one
mine-hunter coastal, one amphibious heavy ship,
growing skills and knowledge, in par- five heavy landing craft, 15 Fremantle class pa-
ticular increasing the skills and know- trol boats, two landing platforms amphibious,
ledge of Defence personnel and develone catamaran and a number of auxiliary, sur-
oping better incentives through vey and support vessels. Naval aviation included
competitive remuneration structures16 Seahawk anti-submarine helicopters, seven
and rates; and Sea King fleet utility support helicopters and a
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number of training, electronic warfare and utility M113Al personnel carriers. The artillery regi-
helicopters. ments operated 155 and 105 mm Howitzers and
air defence regiment maintained Rapier SAM
As of 30 June 1999, the Australian Army main-and RBS-70 SAM. Developments in progress
tained 19 infantry battalions (four regular, twoat the time of writing will add another 3,500
integrated and 13 general reserve). These prémostly infantry) troops.
vided troops at readiness levels varying from less
than a month for rapid deployment elements té\s of 30 June 1999, the Royal Australian Air
a year in the case of the least prepared reseri#erce (RAAF) operated from ten active, two
battalions. Other operational elements includedround training and two unmanned northern air
reconnaissance, armoured, artillery, air defencdases. The range of assets used by the RAAF
signals and aviation regiments, engineer regincluded: F/A-18, F-111C, F-111G, RF-111C,
ments and workshops, Special Air Service regiPC9/A, C-130H and 130E Hercules, DHC-4
ment, and so ofl.The Army aviation regiments Caribou, C47, Macchi MB326, Falcon 900 and
included assets such as Black Hawk, Chinool1S 748 aircraft. The radar surveillance unit
Iroquois, Kiowa helicopters. The armoured regi-operated Over the Horizon Radar.
ments included Leopard tanks, ASLAV 25 and
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Chapter 5

DEFENCE BUDGET AND
RESOURCE MANAGEMENT

Resource Management Framework The magnitude and complexity of this reform
and the lead-time required to put new corporate
In line with the “whole-of-government” reforms, systems in place will inevitably result in an in-
Defence is developing a new performance andremental implementation of the new frame-
resource management framework that builds owork.>° This is consistent with the approach be-
and integrates a number of recent reforms andg developed by the Department of Finance and
initiatives in Defence management. When impleAdministration whereby the full requirements
mented, the new framework will allow Defenceof the new accrual-based output management
resource managers to determine the real cost sthmework will not be introduced until 2000-
providing Defence capabilities, including in- 2001 or later. However, beginning in financial
direct costs, depreciation and maintenance. Morgear 1999-2000, Defence budgets will account
specifically, it will provide: a better understand-for and report on the outputs it produces, and
ing of what Defence is required to achieve; adentify the contribution its outputs makes to the
clear picture of the full cost of defence capaachievement of planned outcomes.
bilities; better information to manage efficiently
the resources of the Department; and bettddefence Outcome, Outputs and
communication lines to the Government andPerformance Indicators
Parliament to report on priorities and achievements.
Derived from its mission statemeBefence has
The new framework is based on outcomes and single Outcome, which is the prevention or
outputs, and accrual budgetiffdt focuses on: defeat of armed force against Australia or its
interests This outcome provides the rationale
» what Defence produces using departmentdbr the existence of the Australian Defence
expensesautputs; Forceand therefore the Defence organisation.
Both must be structured and directed towards
» what resources Defence administers omchieving this outcome.
the Commonwealth’s behadfdministered
items; To achieve this Outcome, Defence is commit-
ted to produce 22 outputs, which are grouped
» the desired results of outputs and admininto four key deliverables:
istered itemsdqutcome} and
» the delivery of combat capabilifput-

e the full cost &ccrual measurement puts 1-19), which encompasses the mili-

tary capabilities formed in peacetime and,

Figure 1-3 contains a selection of concepts and if and when required, the capacity to
vocabulary associated with the new management deliver combat capabilities to achieve
framework. specific militaryand strategic goals set
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Outcomes are the results, impacts or consequences of actions by the Commonwealth on the Australian
community.

Outputs are the products or services produced by Defence on behalf of government.

Departmental Items are resources directly controlled by Defence, including salaries, allowances,
military equipment and other costs associated, including out-sourced activities funded and controlled
by Defence, with the operation of the Defence Organisation. These resources are used to produce
outputs for government (the Australian community).

Administered Items are resources administered on behalf of the Commonwealth including grants,
subsidies and benefits. Such resources may be used to produce outputs by third party organisations.
The new framework allows for both outputs and administered items to be specified and costed as part
of budgeting, accounting and reporting processes.

Assets are future economic benefits expected to accrue to Defence as a result of past transactions or
other past events. Assets are initially recognised at the cost of acquisition. They are periodically reval-
ued to reflect their written-down current cost and, where appropriate, enhanced value of expected
economic benefits.

Liabilities are future economic benefits foregone due to Defence’s obligations to other entities arising
from past transactions or other past events.

Revenues are inflows or other enhancements, or savings in outflows, of future economic benefits, in
the form of increases in assets or reductions in liabilities of Defence, other than those relating to
contributions by the Commonwealth, that result in an increase in equity during the reporting period.

Expenses are losses of future economic benefits, in the form of reductions in assets or increases in
liabilities of Defence, other than those relating to distributions to the Commonwealth, that result in a
decrease in equity during the reporting period.

Capital Use Charge represents the opportunity cost of capital tied up in assets (i.e., the deemed value
of the best alternative use of this capital). The rationale of this charge is to encourage good asset
management practices by revealing the true costs of producing outputs. The Capital Use Charge is
imposed by multiplying the closing net assets (i.e., total assets minus total liabilities) of Defence by the
“interest” rate (currently 12 percent), based on the long-term bond rate (currently around 6 percent)
plus a margin for risk (currently 6 percent). (The Department of Finance and Administration prescribes
the relevant interest rate.) Defence is provided with supplementary funding based on percentage (cur-
rently 12 percent) of the sum of the opening net assets and an agreed equity injection (see below). This
gives the appearance of a substantial increase in Defence funding which is not actually the case.

Equity Injection represents the additional contribution to Defence by the Commonwealth as its “equity
owner.” It is determined on the basis of the amount additional to the Departmental Outcome Appropria-
tion required to fund Defence up to the government-agreed level of global funding. The Equity Injection
is not tied to any specific capital projects and, within the limits of Defence’s resource management
discretion, it can be used for any purpose that increases the net assets of Defence. It is planned to use
these funds for investment in new/replacement capital equipment or facilities.

Figure 1-3. The New Management Framework: Concepts and Vocabulary
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out for Defence by the Government of ¢ the provision of strategic military and

the day; defence policy suppof©utput 22), that

is, the contribution made by the Defence
the promotion of a favourable regional Organisation to the development of Gov-
and global security environme(®ut- ernment policy on strategic, military and
put 20), which comprises those Defence defence issues.

activities that enhance regional and glo-
bal stability and Australia’s standing in The Defence Outcome also includes the items
the region (thus, reducing the likelihood/administered by the Department of Defence on
threat of use of armed force againstoehalf of the Commonwealth, such as military
Australia or its interests); superannuation (pension) schemes, investments
in ADI Ltd. (former government-owned but
the delivery of services to support therecently privatised enterprise—see Chapter 9)
nation which are possible as a result ofand the Defence Housing Authority.
Australia’s military capacity(Output
21), which includes the support provi- Figure 1-4 contains a summary of key per-
ded to the Government and communityformance indicators that measure the effec-
in noncombat-related roles, such as seardiiveness of Defence in achieving its Outcome.
and rescue operations or civil surveillancefigure 1-Sists all 22 Defence outputs and their
and “prices” (costs to the taxpayer).

Preparedness

Operations

COMBAT CAPABILITY

The level of preparedness of the ADF meets the standard set in the Chief of the Defence Force’s
Preparedness Directive and subordinate directives against each capability output.

The ADF’s major training/exercise program is met.

Any hostile violations of Australia’s sovereignty or interests are deterred or identified and responded
to successfully.

The ADF’s joint task force performance in major activities meets the required standard.

Specific Government targets for the delivery of defence capability are achieved.

NONCOMBAT-RELATED TASKS

Planned noncombat-related defence activities contributing to national security and regional stability
are met.

Government targets for the delivery of non-combat capability, which contribute to national, regional
and global stability, are achieved.

Source: DPBS 1999-00; p.7.

Figure 1-4. Defence Outcome Performance Indicators

1-27



A Comparison of the Defense Acquisition Systems of Australia, Japan, South Korea, Singapore and the United States

Defence Outcome
(Resource Cost A$16,541 million)
Output 1 Output 2
Command of Operations Strategic Intelligence
(Price A$582 million) (Price A$331 million)
Output 3 Output 4
Major Surface Combatant Operations Patrol Boat Operations
(Price A$2,391 million) (Price A$253 million)
Output 5 Output 6
Submarine Operations Geographic Information
(Price A$905 million) (Price A$205 million)
Output 7 Output 8
Afloat Support Mine Countermeasures and Mining
(Price A$228 million) (Price A$295 million)
Output 9 Output 10
Amphibious Lift Special Forces Operations
(Price A$257 million) (Price A$207 million)
Output 11 Output 12
Land Task Force Operations Logistic Support of Land Operations
(Price A$3,781 million) (Price A$401 million)
Output 13 Output 14
Air Strike/Reconnaissance Tactical Fighter Operations
(Price A$660 million) (Price A$1,186 million)
Output 15 Output 16
Ground Based Air Defence Strategic Surveillance
(Price A$75 million) (Price A$362 million)
Output 17 Output 18
Maritime Patrol Aircraft Operations Airlift
(Price A$722 million) (Price A$904 million)
Output 19 _ Output20
Combat Support of Air Operations Effective International Relationships and
(Price A$149 million) Contribution to International Activities
(Price A$275 million)
Output 21 Output 22
Effective Contribution to Strategic Policy and Direction
National Support Tasks (Price A$318 million)
(Price A$149 million)

Source: DPBS 1999-00; p.8.

Figure 1-5. 1999-2000 Defence Outcome/Output Structure Chart
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Defence Budget Use Charge for 1999-2000 is A$4,643 million.

It was calculated by multiplying Defence’s
Defence attracts a significant share of Goverrf‘opening” net assets of A$36 billion plus the
ment resources. Under the new accrual-basestjuity injection of A$1,278 million by a 12 per-
budgeting framework (see below), the total De€ent interest charge (a notional interest charge
fence budget outlay for 1999-2000 is A$18,042n the A$ 36 billion of taxpayer-owned capital,
million (U.S.$10.46 billionf! This comprises which, over the years, has been given to Defence
the funding of ‘Defence Outcome” of A$16,541to purchase its capital assets, see Figure 1-2).
million, an Equity Injection of A$1,278 million On 30 June 2000 (end of financial year), De-
and Capital Receipts of A$224 million (see Fig-fence is to be charged 12 percent on its closing
ures 1-3 and 1-5). The Defence budget accounteget assets. Defence expresses this charge as a
for about 8 percent of Commonwealth Budgepercentage of the value of capital in use. Thus,
Outlays (CBO) andgxcludingthe effect of the if Defence wants to acquire more equipment
Capital Use Charge (see below), for some 1.8 will accumulate more capital and it will pay
percent of the Gross Domestic Product (GDP)'interest” on it.

Financial statements in previous years did nothe Equity Injection (A$1,278 million in 1999-
contain the Capital Use Charge and the Equit2000) contributes to capital investment needed
Injection, which are present in accounting reportso maintain Defence future capability. It is used
for 1999-2000. Thus, it will be difficult to make as a funding mechanism needed to “top up”
comparisons between prior years and futur®efence to the Government-agreed real growth
years under the new accounting systémds- level (0 percentin 1999-2008)lt is effectively
ing a simple comparison it appears that the new residual or a balancing item. Defence is also
accounting changes will increase the defencallowed to retain certain Capital Receipts to
budget but this increase is apparent rather thgurchase additional capital items (A$224 million
real. In simple terms, the Government givesn 1999-2000).
Defence more money (a larger Budget) but it
then takes this money away in the form of arhe prospect of a real (after price inflation is
Capital Use Charge, which is a payment (intertaken into account) increase in the Defence Bud-
est charge) for the use of taxpayer-owned capget over the next few years is uncertain. The
tal assets by Defence. Thus, Defence is not beGovernment is only committed to maintaining
ter off than it was before. For example, Defenc®efence funding in real terms for 2000-03 For-
departmental appropriations net of the Capitalvard Estimates. Thus, the total funding of the
Use Charge, which were estimated at A$11.0®efence Outcome is expected to be A$16,911
billion in 1999-2000, would have amounted tomillion in 2000-01, A$17,336 million in 2001-
A$11.01 billion in 1998-993 2 and A$17,839 million in 2002-03. Figuteb
shows the estimated Defence funding for the
The funding of Defence Outcome comprises twdinancial year 1999-2000 and Forward Estimates
main elements: the “Price” of the 22 Defencdill 2002-03.
outputs (A$14,588 million in 1999-2000) and
Iltems Administered by the Defence PortfolioThe table shows an increase in proposed fund-
(A%$1,953 million in 1999-2000). Since 1999-ing over the Forward Estimates period. This is
2000, the “price” of Defence outputs includes decause the Capital Use Charge increases with
Capital Use Charge, which was introduced undehe increasing net asset base and price (out-turn
the new accrual accounting system. The Capitgirices). On the other hand, the topping up in
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Funding Arrangements 1999-2000 2000-02 2001-2001 2002-2003
A$'000 A$'000 A$'000 A$'000
Price of Departmental Outputs
Appropriation from Government
Before Capital Use Charge 9,814,886 10,132,359 10,501,358 10,727,762
Add Capital use Charge 4,463,092 4,578,760 4,664,413 4,738,393
Revenue from Government
for Departmental Outputs 14,277,978 14,711,119 15,165,771 15,466,155
Add Departmental Revenues
from Independent Sources 309,857 308,708 338,513 395,553
Total Price of Outputs 14,587,835 15,019,827 15,504,284 15,861,708
Add Total Administered Expenses 1,952,874 1,890,677 1,832,202 1,977,334
Total Resourcing of Defence Outcome 16,540,709 16,910,504 17,336,486 17,839,042
Add Capital Funding not included
in the cost of the Defence Outcome
Equity Injection 1,278,230 1,061,688 914,720 919,860
Capital Receipts 223,535 198,486 273,244 190,093
Total Defence Funding 18,042,474 18,170,678 18,524,450 18,948,995
Source: DPBS, 1990-00, Table 1.7, p. 18.

Figure 1-6. Estimated Defence Funding for 1999-2000 and the Forward Estimates

the form of Equity Injection decreases overCapital Use Charge from Defence Appropria-

time as capital investment is increasingly fundedions, the outlay on Defence before and after the
internally from the growing depreciation introduction of the new resource management
charges. framework can be compared.

Figure 1-7 shows Defence AppropriationsWhile the projected budget for 1999-2000 is set
(equivalent to Defence Function outlays) forto be equal in real terms to that of 1998-99, De-
the period 1998-99 to 2002-03. By excludingfence is also required to absorb some additional

Estimated Budget Forward Forward Forward

Outturn Estimate Estimate Estimate Estimate
1998-99 1999-00 2000-01 2001-02 2002-03

(A% million) (A% million) (A% million) A$ million) (A$ million)
Defence Appropriations 11,010 15,556 15,773 16,080 16,386
Less Capital Use Charge 0 4,463 4,579 4,664 4,738
Net Appropriations 11,010 11,093 11,194 11,416 11,648

Source: DPBS 1999-00, Table1.10; p.20.

Figure 1-7. Departmental Appropriations Net of Capital Use Charge 1998/99-2002/03
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expenditure’® By the time Defence Portfolio were appoved in the 1999-2000 Budget. “Com-

Budget Statements were published, two Govpared 6 A$2,275 million allocated to capital

ernment poby changes had already impactedequipment in the currebtidget, this obligation

on the projected allocation of resources withirrepresents more than 10 yeaqsenditure—some

Defence. First, thbudget had to accommodateindication why . Allan Hawke, Secretary of

the cost of bringing a secdrmy brigade to the Department, has described fiisancial

28 daysnotice to nove and sustaining thasel  position as ‘parlous™®

of higher preparedness for two years. Second,

the projected pace ofawv-down to 50,000 full- In 2007 and beyond, #ADF will have to face

time, uniformed personnel had been changednass$/e block obsolescence of @éssting equip-

In addition, thébudget had to absorb the cost ofment The cost of replacement of these assets is

peace monitoring in Bougaiille and the cost estimated at betwaedA$88 ard A$106 billion

of Australian participation in Coalition forces in the period 2007 to 2020. Combined with the

in the Gulf Transition and implementation costsoutstanding commitments, Defence would need

of the Defence Reform Program (seebglalso  to be allocated so@A$130 billion of capital

had to be accommodated. funding until 2020 just to meet its present capi-

tal obligations andeplaceobsolete assefShis

excludesall additional capabilitieghat treADF

may wish to acquirever the mxt 20 yearsTo

The currenbudgetary dilemma is closely related pay for such a program would costr two and

to the stradgic dilemma discussed in Chaptera half times the current annual funding of major

3. In 1981-82, Defence spent 13 percent of itsapital acquisition® Thus,

budget on “capital equipment” and 51 percent

on “personnel In the early 1980s, the share of

expenditure capital p&ad at 29 percentin 1986-

87 (with 37 percent spent on personnel). By

1997-98, it had declined to 23 percent with tional securiy. The debate will pbably

personnel accounting for 38 percénEailure consider aange of optionsyém geatly

to decrease personnel further was not the only increased defence spending to acmu

reason for an inadequate redirection of resources reducedole for the A’ ...changes to

to capital acquisitions. Defence has also been the ADFs capabilitieover the last qua

forced to reallocate funding from other areas ter century have owed as much to poorly

to cover the operating costs of high priority  foreseerfinancial pressues as thy have

equipment programs, “for which inadequate to any pemeditated decision makjnit

allocation has been alved in forwardinancial Is the contention of this paper that the

planning’®’ pressues on defence funding over tlatn
20 years will be ath as to foceradical

The Budgetary Dilemma

“...the forthcoming public debate will
have to consider a fundamentakvalu-
ation of therole of military faces in na-

Throughout 1990s, Defence haakd com-
mitments for ew major capital equipment to
accumulate to aelel, which is 160 percent

policy changes, as defence policy on its
current settings is nofffardable for moe
than a éw yeas”’ ¢!

higher than the corresponding appropriatitins.

To fund the current order book for major capi-Against this structural background, the cost of
tal acquisitions DA$46 billion, some addi- peace enforcement operation in Eamsor may
tiond A$20 billion remain to be paid. In addi- seem to be a temporary sourcebafigetary
tion, nrew programs worth arowhA$5 billion  stress (it isexpected to cost Defence A$907
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million in 1999-2000 and A$3,562 million over again in February 2000, when A$380

the four-year period of expected Australian in-  million of the proposed 1999-2000

volvement). But the Timor deployment has also  equipment budget had to be diverted to
exposed some structural problems, namely, the meet defence labour and other costs.
difficulty of sustaininga significant number of Indications are that the personnel

ADF personnel in peacetime operations and the component of the Defence budget will
impact of the long-term squeeze on operational continue to increase over the long

cost on the ADF's readiness. term.”®2

If Australia is to maintain its strategic commit- Finally, the current funding dilemma has also
ment to operations that are intended to proteechade it apparent that the long-term budgetary
its long-term national interest, it must be acframework is fundamental to good defence man-
cepted that such activities tend to be labouragement. Major defence investments are long-
intensive and, thus, require adequate spendiriyed, expensive to acquire and sustain and the
on people as well as equipment. As a receracquisition cycle itself may take up to 10 years
research paper puts it: to complete. The annual Defence budget com-
bined with the three-year rolling plan of For-
“...it will not be possible to fund the de- ward Estimates is hardly adequate for sound
sired programs within the Defence Bud-  financial projections in this sector. Good resource
get if kept at its current size. Defence  management practices, such as accrual account-
labour costs continue to rise. Conse- ing and cascaded planning, are important for
guently, throughout 1990s, Defence has effective, short-term management of Defence
been obliged to find the difference from  but, as Woolner puts it, they “are no substitute
other areas of the budget. This happened for feasible and workable policy?®
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Chapter 6

DEFENCE REFORM
PROGRAM

Force Structure Review 1991 by the turn of the century. These “savings” were
largely utilised in improving Service and civil-

In the 1950s and 1960s, the Defence Organian remuneration, e.g., A$340 million, or 75
sation comprised five departments: Defencepercent of the FSR-related “savings”, were allo-
Army, Navy, Air Force, and Supply. In the earlycated to pay for an increased remuneration in
1970s, the five departments were amalgamateddefence
into one Department with the Secretary in charge
of resources and financial management and tHE997 Defence Reform Program
Chief of Defence Force in charge of the ADF.
The late 1980s have seen a further consolidan April 1997, the Minister for Defence released
tion of capability, the centralisation of Defencethe report of the reviewFuture Directions for
Headquarters and new management structurése Management of Australia’s Deferethe so-
and procedures under the heading of Progracalled Defence Efficiency Review (DER)—and
Management and Budgeting (PMB). The develannounced the Defence Reform Program, based
opment of costing systems to support resourcen the review’s findings and recommendations.
management and enhance the visibility of reThe Defence Reform Program (DRP) has been
sources to decision-makers was also initiated ihailed as the most significant program of reform
the late 1980s. There was also a growdeter- in Defence for nearly 25 years.
mination to privatise Defence’s interests in gov-
ernment factories, in particular shipyards and “The key principles of the DRP are that
aircraft construction facilities. The Commer-  the Defence Organisation is to be struc-
cial Support Program (CSP) was introduced in  tured for war and adapted for peace; and
1990-91 to encourage market testing and con- that the reforms are to act as a catalyst
tracting out of non-core defence activities (see for substantial cultural change, away
below). from the present preoccupation with cur-

rent activities, cash and inputs, and
In 1991, following theForce Structure Review towards management which addresses
1991 (FSR), Defence embarked on a program future requirements, priorities and
of management reforms and associated efficien- outputs.”®®
cies that were to allow it to produce sufficient
productivity gains to fund its expenditure plansThe Government has established a high level
with real increase in funding. These efficienciesStrategic Management and Reporting Team, in-
were to be achievednter alia, through staff cluding Service and civilian members, to sus-
reductions and outsourcing of non-core defencein the thrust of the DER as a major driver of
functions. By mid-1996, the FSR-related recurchange. The Team'’s particular focus is on the
rent savings were estimated at A$450 per yeacthange management strategy. It reports directly
They were expected to reach over A$0.5 billiorto the Secretary.
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The DRP objectives are to: « the amalgamation of operational headquar-

focus Defence on its fundamental
responsibility to develop and sustain
capabilities to defeat armed aggression
against Australia and support the
Government's wider objectives;

ters to clarify command responsibilities;

the collocation and reorganisation of
acquisition functions into groups focus-
ing on common industry sectors or equip-
ment types rather than on individual

Service requirements; and
* improve long-term planning, manage-
ment and command structures; » the consolidation of support and admin-
istrative functions to maximise efficiency
» streamline support organisations and and avoid functional duplication.
structures within Defence to provide
more efficient services to combat units; The basic framework of the restructured organi-
sation was put in place on 1 July 1997. This in-
* compete a range of Defence activitiescluded a move from an 8 Program (activity
with industry to enhance quality and groupings) to a 14 Group (of activities) structure.
achieve more cost-effective serviceFurther reforms to processes and organisational
delivery; and structures are to continue until 2001-02.

» redirect resources from enabling serviceg he fully implemented DRP was expected to
to combat capabilities to enhance theachieve one-off savings of A$500 million and
overall effectiveness of the ADF. recurrent annual savings of some A$900 mil-

lion. In keeping with the Government’s com-

mitment not to cut defence spending, resources
freed by the DRP were to be redirected to in-

» the focusing of Defence administrationcrease capital acquisitions, especially to enhance
on supporting the development andcombat-related and peacekeeping/peace en-
maintenance of highly capable combatforcement capabilities. At maturity, annual ma-
forces as the key organisational outputjor investment expenditure was to increase by

A$139 million or 5 percent of the 1999-2000-

» the downsizing of the Defence Headquarbudgeted major capital equipment program of
ters and reduction in the numbers of comA$2,750% Figure 1-9 shows the projected
mittees and senior military and civilian reinvestment of DRP resource savings.
positions to speed up decision making
and reinforce lines of responsibility and DRP Implementation
accountability;

DRP initiatives include:

As noted, most cost efficiencies sought by suc-
» the establishment of an integrated jointcessive governments involved progressive per-
Defence Headquarters to develop policysonnel cuts. In 1981, the ADF stood at over
and provide advice to all (Defence)72,000. Between 1984 and 1990, Defence lost
senior managers with the Service Chiefsl 7,900 positions, of which 80 percent or 14,600
given greater responsibility for the positions were civilian. The 1991 Force Struc-
overarching policy development; ture Review led to a further loss of over 16,000
ADF and civilian positions. By 1997, the ADF
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Defence Reform Program Reinvestments 1999-2000 4000-2001 4001-2002  2002-2003
A$ million |A$ million \$ million  A$ million

Defence Reform Program Net Ongoing Resources

Available 455 636 686 866
Defence Reform Program One-Off Savings 19 39 110 135
Unallocated A$125m Administrative Savings 0 0 66 117
Total Resources Available for Reinvestment 474 675 862 1,116

Reinvestment Initiative Details:

New Capital Investment 85 169 139 139

Amphibious Capabilities 26 17 24 24

Capability-Related Logistics Costs 120 168 74 74

New Capabilities — Net Personnel & Operating Costs 68 96 84 66

Defence Science — Capability Projects 15 23 23 23

Provision for 50,000 ADF 45 338 434 539

Pilot Training 5 4 4 4

Defence Reform Program Transition Costs 82 50 40 30
Total Reinvestment 447 866 822 899
Note: * Table may not add due to rounding Source: DPBS (1999-00), Table 1.4; p.15.

Figure 1-9. DRP Projected Cost Efficiencies and their Reinvestment*

stood at about 56,000, an over 20 percent dédrther increase in uniformed personnel strength
cline since the early 1980s. Australia embarkegvas authorised by the Government.
on radical restructuring of its Defence
Organisation well before other nations faced th&Vith the less than expected drawdown of the
consequences of the peace dividend followindDF and an increased proportion of personnel
the collapse of the Communist Block. in combat forces, the DRP-projected redirection
of resources from personnel to capital acquisi-
The DRP aimed to reduce the ADF permanerion has turned out to be unrealistic. The reten-
force to 42,700 personnel (from a baseline ofion of substantially higher numbers of Defence
56,600) through reductions and the results of theorce personnel has been represented as “the
market testing of Service positiofisThis tar- largest reinvestment of DRP savin§sih real-
get turned out to be unrealistic and was sooity though, it reflect a failure of the DRP to
abandoned. The ADF numbers were to be heldecognise the non-feasibility of further person-
at about 50,000 and the proportion of personnelel cuts. Thus, these are the “savings” that could
in the combat force increased to 65 percent (fromot and have not been achieved.
the pre-DRP level of 24,000 to 32,000 in 2001).
The breakdown of the 50,000 military positionsFurther, as the implications of Australia’s longer
by Service was to be Navy 14,000, Army 23,00@erm involvement in East Timor became appar-
and Air Force 13,000. Figufie10 shows person- ent, the Government agreed to an additional
nel estimates provided in the 1999-2000 Defenc®,500 Service personnel, costing around A$240
Portfolio Budget Statements, that is, before amillion per annum at 1999-2000 salary leV&éls.
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Personnel Numbers (Average Strength)
Budget Revised Estimated Budget
Estimate Estimate Actual Estimate
1998-99 1998-99 1998-99 1999-2000

Permanent Forces

* Navy 13,850 13,748 13,666 13,550

o Army 24,400 24,426 24,201 23,200

» Air Force 15,785 15,500 15,130 13,250
Total Permanent Forces 54,035 53,674 52,097 50,000
Reserves®?

* Navy 1,836 1,803 1,804 1,803

o Army 26,507 26,100 26,100 26,850

* Air Force 1,800 2,063 2,063 2,042
Total Reserves 30,143 29,966 29,967 30,695
Civilian 17,042 16,851 16,730 16,471
Trust Account Staff 89 89 89 89
Total Civilian 17,131 16,940 16,819 16,560
Total Staffing 101,309 100,580 99,783 97,255
Notes:
1. Navy is unable to reach its target strength in 1999-2000 and the Forward Estimates.

Accordingly Army and Air Force have been given higher allocations in the interim.
2. Reserve numbers include Ready Reserve numbers. Source: DPBS (1999-00), Table 1.13; p.23.

Figure 1-10. Summary of 1998-99 and 1999-2000 Personnel Estimates

The combined additional personnel cost isnto major capital equipment. However, we've
estimated at A$900 million per annum, abouhad to use a lot of these funds to pay our people
the same as the projected recurrent DRBalary increases, and therefore we have not been
“savings."° to put as much into capital equipment as we

wanted.” Second, the DRP-related “savings”
The efficiency programs of the 1990s have nowvere predicated on Defence achieving a per-
been able to divert sufficient funds to capitalsonnel reduction in the ADF down to 42,500.
(equipment) acquisition to fund all the outstandAs the latter target was abandoned, nearly 90
ing contractual obligations. Although obscuredpercent of the anticipated recurrent “savings”
by the rhetoric of “new managerialism,” their of A$730 million was no longer “harvestablé.”
failure has been quite apparent. First, the FSRFhe post-Timor increases in personnel numbers
related “savings” were not achieved as—in thand other non-capital expenditures have reduced
words of Admiral Beaumont, the then Chief ofthescope for harvesting residual “savings” even
the Defence Force—“we intended to divert fundgurther.
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Market Testing Initiatives commenced and the results of this activity are
to be announced progressively during 1999-
The Australian market-testing program (the20007# Definition/scoping studies have been
Commercial Support Program or the CSP) beunder way for the market testing of: F-111 and
gun in 1990-91 and has been progressively ex2130 aircraft maintenance; medical and dental
panded throughout the 1990s. It is a competisupplies; explosive ordnance storage and distri-
tive tendering and contracting initiative throughbution; and Army laboratory and engineering
which commercial and in-house bids competsupport. Other activities under consideration
for the provision of services. CSP contracts areclude physical warehousing distribution and
to be awarded on the “best-value-for-moneysome regional maintenance activities of Defence
basis.”™ Since the mid-1990s, the Commerciallogistics in 26 locations across Australia,
Support Program has become a major agent plublishing and printing services, and so on.
change forcing resource managers to embrace
the new culture of market testing. Recently, th&everal joint agencies have been created with a
CSP has been subsumed into the Defence Reew of rationalising the delivery of logistic ser-
form Program. Figure 1-12 provides a summaryices. These include the Joint Ammunition and
of market testing activities as of April 1999. Logistics Agency, the Joint Fuels and Lubricants
Agency, and the Joint Logistics Systems Agency.
The market-testing program has been accelerat&efence Support Command has commenced a
under the Defence Reform Program. In 1999aumber of other projects, including a revised
2000, 28 market testing activities, covering apdefence supply management chain, the Defence
proximately 7,000 positions, are to be decidednventory and Purchasing Segmentation Frame-
The market testing of base support services (messork, which aims to increase vendor-held stock,
ing, cleaning, guarding services, domestic sedirect vendor delivery and forward purchasing
vices, etc.) across Australia is to be completed iagreements to enable Defence inventory to be
1999-2000. The testing of clerical and adminmanaged better in terms of availability, usage
istrative support functions across Australia hasnd value?

Progress as of April 1999

Evaluation Decisions Made 87
In-House Options 23 (26%)
Commercial Contracts 59 (68%)
Status Quo Retained 5 (6%)
Projected Recurring Annual Savings A$206.0m

Savings to April 1999

Mean Projected Rate of Annual Savings 33%
Number of Positions Tested 9,390
Total Value of Commercial Contracts A$2,026.3m

Source: DPBS (1999-00); p.11.

Figure 1-12. Defence Market Testing (The Commercial Support Program)
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There may be some long-term benefits in termsourse. But, since the cost of personnel has not
of “change of culture” (greater awareness of théeen cut (even though the numbers were re-
opportunity cost of resources) but this is yet taluced), the “savings” turned out to be apparent
be demonstrated. In the short run, the purposather than real. We are now underfunded and
of the reform was to identify “fat” (mostly from overcommitted in that the capital equipment
reductions and asset sale) and trim it to releas®mmitments exceed budget appropriations by
resources for new capital acquisitions. Thus, thbillions. In the private sector, this situation would
acquisition of billions of dollars worth of capi- have been referred to as “bankruptcy” and a
tal equipment were approved on the assumptioreceiver would be called in.

that the “savings” would materialise in due
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Chapter 7

DEFENCE ACQUISITION
ORGANISATION

DAO Mission and Enabling Strategies « effectively implement the initiatives of
the Defence Reform Program applicable
The Defence Acquisition Organisation (DAO) to the DAO.

is responsible for the procurement and delivery

into service of the weapons and other major sysFo achieve these goals, the DAO has been tasked
tems and equipment required by the ADF tdo:

preserve and enhance its combat capabilities. It

is also responsible for the maintenance of sup- ¢ play a major role in capability develop-

ply chains from industry to Defence and the
delivery of a range of “Department of State”
functions, for example, the administration of de-
fence exports regulations. DACBdrategic Plan
1998-200%ranslates these broad objectives into
five strategic policy goals. These are to:

meet the Government’s priorities for the
development of Australian defence
capabilities through the timely and cost
effective (“to budget and on schedule”)
acquisition and delivery to users of
appropriate equipment and services;

enhance Australian industry capabilities
that contribute to Defence self-reliance
and national security;

achieve international leading practice
in the capital acquisition process by
being proactive and innovative while
maintaining a clear focus on clients and
stakeholders;

ensure that DAO personnel are capable,

motivated and well equipped to achieve
its mission; and

1-39

ment through its participation in the
Defence Capability Committee and
Capability Forum (see Chapter 8);

provide specialist assistance to sponsors
of major capital equipment projects in
defining capability requirements (i.e.,
functional requirements or technical
specifications), developing schedules,
cash flow projections and cost estimates,
and addressing industry and contracting
ISsues;

manage major weapons and systems
projects, including:

— the development of Equipment Acqui-
sition Strategies that determine the
method of procurement, define sched-
ule and decision making authorities
for individual projects, encourage inno-
vative approaches to acquisition, and
comply with Government procurement
policies;

— monitoring of the financial and physi-
cal performance of major capital
equipment projects to ensure that they
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meet capability, acquisition, and
industry involvement objectives;

management, jointly with the ADF Op-

erational Commanders, Support Com-
mand Australia and the Training Com-
manders, of the transition into service
of major capital equipment;

implementing and promoting the initia-

tives contained in the Government’'s
1998 Defence Industry Policy Statement
including:

— the definition of Defence’s needs of
industry,

— securing industry input to force devel-
opment and acquisition processes, S0
that wider support issues may be con-
sidered when capability requirements
are defined,

— the implementation of the Australian
Industry Involvement Program, de-
fence exports facilitation and material
cooperation initiative, and quality
assurance procedures,

— fostering a Defence procurement en-
vironment that encourages best prac-
tice in acquisition processes, promotes
the adaptation of best practice mod-
els, uses performance benchmarks to
facilitate continuous improvement,
and applies Quality Management
System across the DAO;

improving management practices and
standards, including:

— the development of a more robust cor-
porate memory through a greater
focus on process evaluation and
documentation of lessons learnt,

— communication across the Program
and with stakeholders,

— the rationalisation and improvement
of the DAQO’s existing information
technology (IT) applications, systems
and resources,

— the introduction of accrual budgeting,
accounting and reporting to support
more informed decision making,

— the achievement of savings resulting
from reductions in personnel numbers,
especially at the senior officer level,
civilianisation, reductions in the DAO
regional presence, and the efficien-
cies gained from business process
reengineering; and

 provide a more outcome-oriented
working environment that:

— offers enhanced staff training and
career-development opportunities,

— promotes teamwork and good staff
relations, and

— strengthens the linkages with other
organisations involved in force devel-
opment and in-service operation and
support.

In 1999-2000, Defence planned investments

(new capital formation) comprising: major capi-

— contracting professional support total equipment (A$2,750 million), facilities
supplement in-house expertise, (A$428 million), minor capital equipment
(A$247 million), and other assets (A$152 mil-
lion). Of the total capital investment of A$3,578
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million (U.S.$2.1 billion), the DAO is prima- Divisional and Branch Structure

rily responsible for major capital equipment,

which accounted for about 25 percent of thé&'he DAO divisional (sub-program) and branch
1999-2000 Defence budgétMost of the DAO structure at the beginning of 2000 is shown in
acquisition activity takes the form of “projects.” Figure 1-13The allocation of branch responsi-

In 1999-2000 it managed a portfolio of nearlybilities is outlined below. This structure was
200 projects, 50 of which cost over A$100introduced in the late 1990s as a part of the
million each?’ Defence Reform Program. In essence, there are

Under Secretary

Defence Acquisition

(Program Manager)

Capital
Equipment
Program
Division

Acquisition Planning
Acquisition Finance

and Reporting

Acquisition Corporate

Management

Acquisition Manage-

ment Projects

Industry & Systems Systems Systems
Procurement Acquisition — Acquisition — Acquisition —
Infrastructure Electronic Maritime and Aerospace

Division Systems Division Ground Division Division
Industry Policy Communications ¢ Undersea Warfare Aerospace
and Programs Systems Systems Combat Systems
Exports and Command and ¢ Surface Warfare Aerospace
International Support Systems A Combat Support
Programs Strategic High - Surface Warfare Helicopters and
Contracting Frequency Systems B Guided Weapons
Policy and Systems « Ground and Aerospace
Operations Electronic Warfare Amphibious Surveillance
Acquisition and Radar Warfare Systems Systems
Management Systems Aerospace Project
Systems Coordination

Source: DAO (1999).

Figure 1-13. DAO Divisional and Branch Structure
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two policy and support divisions (Capital Equip-

ment Program, and Industry and Procurement In-

frastructure) and three technology acquisition
divisions (Electronic Systems, Maritime and
Ground, and Aerospace).

Capital Equipment Program Division

The Capital Equipment Program Division (CEP)
manages the Major Capital Equipment (MCE)
Sub-Program in concert with the Systems Ac-
quisition Divisions (Electronic, Maritime and

Ground and Aerospace). CEP supports the Un-

der Secretary Defence Acquisition in coordinat-

ing the resources and management of the acqui-

sition Program. The Division’s mission ‘i®
equip and support the ADby facilitating the
acquisition of major capital equipment.” The
Division is tasked with providing a transparent
and stable (predictable) financial and human

resource environment, corporate systems, and a

sound policy and planning framework.

The CEP branch structure and branch responsi-

bilities’ are as follows:

Acquisition Planning Brancfocuses on
pre-contract stages of MCE projects and
assists development of MCE projects
prior to contract award. It coordinates
divisional advice to the Defence Capa-
bility Committee and the Defence
Capability Forum (see below) and
reviews tender and contract documenta-
tion and major capital equipment acqui-
sition processes. It also performs the role
of Executive Member of the Defence
Source Selection Board;

Acquisition Finance and Reporting
Branch focuses on post-contractual
stages of MCE projects. It plans the fi-
nancial resources of the MCE Sub-Pro-
gram (theWhite Book-see Chapter 8)
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and develops and implements acquisi-
tion and business policy for the MCE
Sub-Program. It also producBse Capi-
tal Equipment Procurement Manual
(CEPMAN 1) It is responsible for de-
velopment and support for new informa-
tion technology systems for financial and
projects reporting, and for supporting the
Defence Acquisition Review Board,;

Acquisition Corporate Management
Branchprovides a transparent and stable
human resource and financial planning
environment for the Acquisition Pro-
gram. It coordinates the implementation
of Defence Reform Program in DAO
(see below) and undertakes corporate
planning and management activities for
DAO (the Acquisition Program) and
CEP Division. It is responsible for de-
velopment and delivery of project man-
agement and procurement training and
education including the Graduate Acqui-
sition Trainee Program. The Branch also
provides administrative support for CEP
Division and coordinates and manages
administrative activities in DAO and
performs the public relations role for the
Program; and

Acquisition Management Projects
Branchoperates the DAO’s Information
Management Policy and Support Cen-
tre (IMPSC) and manages a range of
Portfolio IM/IS initiatives. It also man-
ages the post-sale activities of Austra-
lian Defence Industries and other former
government business enterprises (GBES)
and the sale of the Commonwealth’s
shareholding in the Australian Subma-
rine Corporation (see Chapter 9). The
Branch carries the responsibility for the
Goods and Services Tax (GST) within
DAO.™
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Industry and Procurement
Infrastructure Division

Project within DAO in support of the
Defence Reform Program.

The Division’s mission is to “contribute to the Electronic Systems Acquisition Division
acquisition of equipment and systems and t¢ESAD)

promote industry support for Australia’s De-
fence capability.” Its branch structure and brancihe Division’s mission is to “manage the

responsibilitie® are as follows:

acquisition of major and minor electronic capi-

tal equipment, which will help deliver the knowl-
Industry Policy and Programs Branch edge edge to the ADF.” The major and minor
develops and manages Defence policelectronic capital equipment includes systems
for industry, provides advice on indus-that are involved in information transmission,
try issues to Defence and communicatesommand, control, communications, radar and

Defence’s needs to industry;

electronic warfare. Many of these systems have

joint service applications. The ESAD branch
Exports and International Programs structure and branch responsibilifieare as
Branchdevelops Defence policy on in- follows:

ternational materiel cooperation and ex-
port facilitation and coordinates Defence
involvement in selected major defence
export projects. It also promotes defence
exports and materiel cooperation with
Asia, North America, Europe and emerg-
ing markets. The Branch administers
defence and strategic export controls;

Contracting Policy and Operations
Branch formulates, promulgates and
advises on Defence contracting and pro-
curement policy, procedures, documen-
tation and standards. It also provides a
professional contracting service to the
Defence Organisation; and

Acquisition Management Systems
(Branch)is responsible for concepts and
policies as well as improvements in pro-
cesses and systems involved in the acqui-
sition of MCE. Its responsibilities in-
clude,inter alia: systems engineering,
earned value performance management,
integrated logistics support, quality as-
surance, and risk management. The Branch
leads a Business Process Reengineering
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Communications Systems Brarmlan-
ages and introduces into service major
and minor communications and related
systems projects. It is also responsible
for the management of DAO corporate
information systems;

Command and Support Systems Branch
IS responsible for the development, acqui-
sition and introduction into service of
command and support systems to meet
Defence’s operational requirements;

Strategic High Frequency Systems
Branchis responsible for the Jindalee
Operational Radar Network (JORN),
High Frequency Modernisation (HF
MOD), and the Global Positioning
System (GPS) Navstar Projects; and

Electronic Warfare and Radar Systems
Branchis responsible for managing the
acquisition of and introducing into ser-
vice major and minor electronic warfare
and radar systems projects.
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Maritime and Ground Acquisition
Division (MGAD)

The Division’s mission is to acquire “ships, sub-

marines, systems and vehicles for the Navy and

Army of the future.” The MGAD branch structure

and branch responsibiliti&sare as follows:

» Undersea Warfare Systems Branish

responsible for all designated undersea

warfare projects, including submarines;

» Surface Warfare Systems A Brarish
responsible for the management of the
ANZAC (see Chapters 4 and 9) Ship
Project, ANZAC Warfighting Improve-
ment Program, Evolved Sea Sparrow
Project, Principal Representative Mari-
time and Ground Systems (Victoria), and
Navy Minor Capital Equipment Projects;

Aerospace Combat Support Systems
Branch manages the acquisition and
introduction into service of tactical,
transport and training systems;

Helicopters and Guided Weapons
Branchmanages the acquisition and in-
troduction into service of rotary wing
aircraft and assigned weapons systems;

Aerospace Surveillance Systems Branch
manages the acquisition and introduc-
tion into service of aerospace surveillance
systems; and

Aerospace Project Coordination Branch
is responsible for project coordination
and support in the AAD. Itis also respon-
sible for the overall management of the
Division’s quality management system.

Aerospace Acquisition Division (AAD)

Surface Warfare Systems B Bransh The rationale of the current divisional and branch
responsible for the management of apstructure is discussed below.

proved ship and maritime equipment

acquisition, including ship building, Defence Acquisition Review Board
modernisation and conversion; and  (DARB)

Ground and Amphibious Warfare Sys-In addition to restructuring the DAO, the De-
tems Branchs responsible for the ac- fence Reform Program brought about changes
quisition and introduction into service in the strategic approach to its management. In
of new amphibious ships and watercraftthe past, Division Heads assisted in the man-
combat and support vehicles, weaponsagement of the DAO through membership of the
surveillance systems and a broad rang@cquisition Program Executive (APEX), which
of general equipment systems. operated as a “Board of Management.” This board-
type function is to continue, with the Head of the
Capital Equipment Program Division (FASCEP
—First Assistant Secretary Capital Equipment

The Division’s mission is to “define and acquireProgram) acting as a chief of staff within the
aerospace systems and support to meet ADBAO. However, post-reform, the five Division
requirements.” The AAD branch structure andHeads are to be less involved in day-to-day man-

branch responsibiliti€sare as follows:

agement and will assume increased responsibil-
ity for the corporate governance of the DAO.
Aerospace Combat Systems Bramzn-  Authority, responsibility and accountability for
ages the acquisition and introduction intoproject outcomes should to be delegated as far
service of assigned combat systems; as possible to Branches and Project Teams.
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To focus the DAO executive on the strategic role
of the Acquisition Organisation, Defence has
established thé®efence Acquisition Review
Board (DARB). The purpose of this new, inter-
nal DAO body is to provide high-level review
and direction on the progress of major projects
post contract® The DARB reviews each of the
more important MCE projects on an annual
basis, monitors the performance of the MCE
Sub-Program as a whole, draws lesson from
relevant experience, and considers important
policy and procedural issues. The DARB is also
a forum for monitoring the performance of
approved MCE projects, providing guidance and
improving processes. The DARB complements
the role of the Defence Capability Committee
(DCC), the Capability Forum (CF) and the De-
fence Source Selection Board (DSSB), which
focus on the pre-contract phases of new capa-
bility formation (see Chapter 8), and the Defence
and Industry Advisory Council (DIAC), which
provides advice to Government on strategic mat-
ters related to the provision of industry support
for the ADF (Chapter 9 refers).

The DARB is chaired by the Under Secretary
Defence Acquisition. Other members are: First
Assistant Secretary Capital Equipment Program,
Head Industry and Procurement Infrastructure,
Head Systems Acquisition — Maritime and

Ground, Head Systems Acquisition — Aerospace,
Head Systems Acquisition — Electronic Systems.
Executive Member is Director General Acqui-

sition Finance and Reporting Secretary is Direc-

— schedule, physical, financial and
contractual progress,

— achievement of equipment perfor-
mance requirements and the agreed
Industry Involvement Program,

— transition of equipment into service,
— risk management arrangements, and
— project management arrangements;

strategic guidance to the Directors Gen-
eral of the technology-based acquisition
branches in respect of project-specific
acquisition issues;

monitoring the overall performance of
the MCE Sub-Program,;

reviewing strategic issues and providing
feedback on project management policy
and procedures;

overseeing the development and imple-
mentation of the MCE Sub-Program’s
management information and reporting
systems; and

promoting organisational environment
and culture that is committed to openness
and transparency.

tor Acquisition Review. Head, Capability De- The review process is primarily focused on the
velopment, and Head, Capability Program antbp 30 projects (determined on the basis of ex-
Resources Planning are also invited to represependiture, risk and sensitivity) spread between

Defence’s capability development interests. the three technology areas: electronic, maritime

and ground and aerospace systems. However,

the selection of projects for consideration by the

DARB is entirely at the Board’s discretion. In

* monitoring the performance and theaddition to reviewing the targeted projects, the
status of approved MCE projectsBoard also considers various acquisition
including: processes with a view to engendering process

improvement and enhancing corporate learning.

The DARB provides a forum for:
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The Board meets monthly. In the weeks leadingew MCE: meets performance requirements;
to the consideration of a project by the DARB makes optimal use of Australian industry; is
the Acquisition Review (AR) Section, which acquired efficiently; and introduced into service
provides secretariat services to the Board, wilbn schedule and within cost estimates. The
liaise closely with the relevant project office. TheDefence Minister has also indicated that he
latter will be tasked to produce a brief papernwants to see fundament@kfence acquisition
based on data from the ProMIS corporateeform to ensure that new acquisitions are
reporting tool, which outlines project perfor- delivered faster, better and cheaf@ihe DRP
mance and issues affecting it. The AR Sectiohas also provided the DAO with a more promi-
will then draft an executive summary/agendurment role in the early stages of the force devel-
paper to cover the project brief. These docuepment process for MCE projects, with special
ments will be provided to members via theresponsibility for developing achievable sched-
DARB database and will form the basis of theules, cost estimates and cash fl&#Ehis role
Board’s consideration of the project and the ass reinforced by the Under Secretary of Defence
sociated processes. The AR Section staff wilhcquisition’s membership on the Defence
also liaise with other Defence (matrix) organi-Capability Committee (see Chapter 8). In par-
sations to help identify issues of common interticular the DAO is seeking to break down ar-
est concerning the project. Should issues arisangements separating acquisition planning
which have not been addressed in the (projeétom capability development planning as well
office) brief, a separate paper on the particulaas being more assertive about not accepting
matter of interest may be attached to the agengeorly-defined project proposdals.
papers.

Three principles identified in the Defence Effi-
Conclusions of the DARB are drafted by DARB ciency Review report (DER, 1997) have guided
staff and e-mailed to members for commentthe restructuring of the DAO, namely:
agreement. Action items are captured in a log
and addressed at subsequent meetings. Finalised « The effectiveness of the DAO is over-

conclusions are available to members via the whelmingly more important than its
DARB database. Senior executives (one star and internal efficiency. Given its role as
above) in DAO have access to agenda papers “facilitator” of new capital formation,
and conclusions in the database. Other DAO staff the DAQ’s acquisition activity is dispro-
have access to selected portions of the papers, portionately important in Defence. The
including the lessons learned. Significant les- capital assets whose acquisition the DAO
sons learned are also captured in the DAO facilitates form the backbone of ADF
Lessons Learned databdge. capability for decades thereafter.
Defence Acquisition Reform * The mostimportant common factors be-
tween defence acquisition projects are
DAO personnel comprise some 3 percent of the the suppliers (individual companies), the
total Defence Organisation but they are respon- supply characteristics, and the technolo-
sible for nearly 25 percent of the Defence budget. gies involved, not the customers; and

Not surprisingly, the Defence Reform Program

(DRP) paid particular attention to the restruc- <« The core procurement task must be
turing of the DAO. As a major part of the Reform retained in-house and should include
agenda, the DAO was tasked with ensuring that “smart buyer” skills, as well as the ability
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and capacity to manage the outsourcinglanning, industry involvement, quality assur-

of other activities. However, some of theance, finance, and earned value management.

procurement tasks—in areas such a3heir job is to provide expert advice and

legal, technical and project managemenspecialised services to project authorities in the

advice, and provision of support servicestechnology branches as well as give policy guid-

such as quality assurance and engineeance and assistance to a wide range of clients

ing evaluation—can be outsourced tooutside the DAO.

specialists.

As mentioned earlier, Defence has already
Its new structure allows the DAO to more closelyannounced its intention to merge the DAO and
align with suppliers and technologies—ratheithe Support Command into a single acquisition
than its Service customers as in the past. Thend through-life support organisation. At the
22-branch structure has been based on areastwhe of writing, it is not clear how this will be
commonality (e.g., warfare mission, equipmentchieved and feasibility studies are under way
development status, customer and industryo assess the practicalities of the intended
specification practices, and design, integrationnerger. Regardless of the final outcome of these
construction and test processes). The technodtudies, Support Command will have member-
ogy branches are the key delivery mechanismship on integrated capability and acquisition
within the DAO, and are intended to operate akeams responsible for the logistics support
centres of expertise for particular technologiesaspects of projects, including through-life
(e.g. electronic warfare, undersea warfare, andonsiderations.
so on). The technology branches are to be sup-
ported by Policy and Support Centres (PSCsyhe DAO has also embarked on a program
from CEP and IPI Divisions (see below). Thereengineering its business processes and chang-
Under Secretary of Defence Acquisition is thang its organisational culture “to do more with
employing delegate for all staff in the DAO less.®? The BPR initiative aims to ensure con-
and,ex officig he/she is responsible for devel-sistency, improved quality, and the elimination
oping and approving cash flows and project costf unnecessary bottlenecks, duplication and lay-
estimates for all major post-signature (the soers of consultation, review and reporting. The
calledWhite Bookprojects (see also Chapter 8). reengineering of the acquisition processes is to
result in greater devolution of decision-making

For all but the larger projectiitegrated Prod- and delegation of authority instead of centralised
uct Teamswill in the future be a key feature in committee-based and top level-driven decision
the new DAO structure, with specific businessmaking. There should be clearer identification
finance, industry, contracting, and other areasf responsibility and accountability, and a more
of expertise being provided by PSCs. The teantsilored approach to project requirements. Con-
will examine: alternative products or servicesiderations of through-life risk management
delivery options, including those unique toshould drive the acquisition process. The APEX
Australian circumstances; scope for off-the-shelhas acted as the steering group for the imple-
acquisition and international collaboration;mentation of the BPR and other reform initia-
risksassociated with different options; and keytives. It reports monthly on progress to ie-
cost factors specific to each option. The newister for Defence and has established a small Im-
Policy and Support CentrdPSCs) cover func- plementation Team to coordinate and monitor
tions and disciplines critical to major capitalthe progress of Acquisition Reform.
asset acquisition: contracting, acquisition
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Improved efficiency and effectiveness will alsocap. It is also intended to use risk assessment
be supported by the wider use @aality Man-  profiles in the tendering process to identify criti-
agement Systeatross the DAO, and by the in- cal areas of vulnerability among potential sup-
troduction of new IT management informationpliers. Company “score cards” and one-on-one
systems. The collocation of previously dispersedompany briefs at the pre-tender stage are to
DAO personnel into an integrated office com-assist in the contractor selection process. Suc-
plex has also provided opportunities for busi-cessful past performance will be used as an indi-
ness process efficiencies and team buildng.cation of a contractor’s capability to perform in
The DAO is also responsible for providing orfuture and score cards and briefs will allow De-
commissioning the provision of functional train-fence to eliminate potentially non-competitive
ing in acquisition-related disciplines so that stafbidders earlier in the source selection proéess.
executing different acquisition delegations can
be trained to acquire appropriate competenciebhe tendering process is to be simplified with
and acquisition-specific career streams can dess company-specific information requested
developed. from bidders and streamlined tendering, short-
listing and contract award. Functional rather than
At the time of writing, the Under Secretary of product/technical specifications and systems
Defence Acquisition is shifting the emphasis inengineering approach are to be applied in the
contracting away from the use of the fixed pricesarly stages of capability definition and evalua-
approach to new strategies to manage risk. Then of supply options. Operational concepts and
focus is on greater use of incentives to sharegistics support requirements should be final-
potential efficiencies between the vendor andzed and reflected in contracts before signature.
Defence; evolutionary acquisition; and cost-The Replacement Patrol Boats project is envis-
capped tendering which, when combined wittaged as test case (pilot) of the new approach to
alliance contracting, allows suppliers/contrac-defence acquisitiof¥.
tors to offer capability trade-offs within the cost
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Chapter 8
THE ACQUISITION PROCESS

The Materiel Cycle This Chapter begins with the generic description
of capital acquisition process for both major and
The concept of “materiel life cycle” provides aminor projects. This is followed by a description
convenient model for describing an asset’s lifeof two documents, the so-callBthk andYellow
cycle. Figure 1-14 provides an overview of theBooks which list the proposed (unapproved)
materiel cycle in the Australian Defence Organiimajor and planned minor capital projects respec-
sation based on various planning and resourdgely. The remainder of this Chapter is concerned
management documeritDetails of the capa- with the acquisition of major capital equipment
bility planning and capital acquisition are dis-items?’ The acquisition process is considered in
cussed in some detail below. Detailed considethree phases: the pre-project approval phase; the
ations of in-service deployment and disposal arapproval phases; and the post-project approval
beyond the scope of this Chapter. phase. The Chapter concludes with a brief

Disposal Capability Analysis

Through-life Updates Capability Option Document

Life-of-type Reviews Capability Systems Statement

Configuration Equipment

Management IN-SERVICE CONCEPTION Acquisition
MANAGEMENT (Defence Strategy
(Support Command) Headquarters)

Capability Acceptance Project Approval ‘
Gate

(In-Service) Gate

Production Definition/

Scoping

Trials and Studies

User Acceptance

REALISATION ITRIRFP

(DAO)

Contract and Post- PMAP

Contract Management TEP

Source Selection RFT
Tender Evaluation

*These terms are defined and discussed below.

Figure 1-14. The Defence Materiel Cycle*
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description of international collaborative
arrangements.

The pre-approval phase is managed primarily
by capability development and program and
resources planning divisions in Defence Head-
guarters, with the DAO providing industry,
acquisition, cost and schedule inputs and advice.
The post-project approval phase is managed by
the DAO.

ammunition, training aids and other
items for the requirements identified
above; and

substantial initial issues of new items of
clothing and other personal equipment
and/or additional items to meet major
increases in the size of the ADF or to
improve the capability of the existing

force.

Major and Minor Capital Equipment

CAPITAL EQUIPMENT
ACQUISITION PROCESS

Capital equipment (and systems) is acquired

through:

The Concept of Capital Equipment

a. major capital equipmeptojecs, and

The (Australianapital Equipment Procurment

Manualdescribegapital equipmenh Defence b. minor capital equipmemirojecs.

as comprising:

Major capital equipment projectare those

* major assets such as ships, aircraft, amhere:

moured vehicles, weapons, communica-
tions systems, electronic systems or other
armaments which are either additions to
the defence inventory, or replacements
for assets in the defence inventory;

* the modernisation, conversion or modi-
fication of major assets that will result
in a capability enhancement;

* significant assets such as plant and
machinery, special-to-type test equip-
ment that were either not previously
stocked or are required to replace existing
items but have a significantly enhanced
capability;

all one time project costs incurred in
bringing capital equipment (or systems)
into operational service, including the
cost associated with the stock of initial
(three year supply) spares are estimated
to exceed A$20 million; or

the unit cost of an individual equipment
in a multi-item acquisition is A$1 million
or more; and/or

there are significant Defence policy or
Joint Service implications.

TheDefence Major Capital Equipment (Invest-

ment) Programis divided into three categories:

» additional quantities of ammunition and
significant assets to meet increased levels
of entitlements and reserves;

* initial supplies of maintenance, test and
support equipment, machinery, spares,
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* Not-Yet-Approved Equipment — New The pre-approval phaseovers capability

Major Investment Sub-ProgranTlfe
Pink Book; and

» Facilities — Capital Facilities Sub-Program
(The Green Bogk

Major capital equipment acquisition projects are
normally managed by the Defence Acquisition
Organisation.

Minor capital equipment projectse defined as
equipment, which falls within the definition of
capital project but does not meet the criteria
described above. By and large, these projects,
cost less than A$20 million to acquire. The Sup-
port Command Australia normally manages
minor projects. Exceptions include the Capabil-
ity and Technology Demonstrator (CTD)
projects and minor projects, which have links
to major projects.

Minor projects are listed ikRorward Procure-
ment Plans for the Australian Department of
Defence Minor Capital Equipment Programd
the New Zealand Defence For&apital
Programme — Minor(The Yellow Book New

development and materiel definitldaspects of
acquisition and includes:

identification of the tasks required of the
Australian Defence Force (ADF) in
meeting strategic guidance;

considerations of the ADF’s ability to
undertake the tasks with current and
planned capabilities;

considerations of the options available
to address capability shortfalls;

development of an Equipment Acquisi-
tion Strategy (EASY}

development of specifications and capital
and through-life cost estimates;

assessment of the proposal’s priority and
proposal programming; and

seeking approval for the proposed
project.

Zealand’s program is included in the (combined)'he post-approval (implementation) phase
Yellow Book because for many defence prodincludes:

ucts, especially minor capital equipment, the
Australian and New Zealand contractors are
treated equally as domestic suppliers (see
Chapter 9).

Pre- and Post-Project Approval Phases

The acquisition of capital equipment consists of
pre- and post-“project approval”’ activities.

Project approval (by Government in the case of
major projects) is the key event, which marks
the shift from the predominantly planning ac-

tivities of the pre-approval stage to the post-ap-
proval stage where the planning is implemented.
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seeking expressions of interest, proposals
and tenders from industry;

tender evaluation, source (supplier)
selection, and contracting;

acquisition (project) management and
contract administration; and

the project’s acceptance into operational
service.
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Defence New Major Capital Equipment transparent to industry. Phasing details have been
Proposals — ThePink Book expanded and, in some cases, they include a
history of the project. Projects are also described
Defence New Major Capital EqQuipment Propos-with regard to “Defence needs of Australian
alsor the so-calle®ink Bookunclassified) pro- industry,” drawn from the publication of the
vides a consolidated breakdown of MCE prosame name, to provide an “industry function”
jects, which have developed but have not ydbreakdown of anticipated needs. References to
been approved by Government. Normally, largefAustralian Industry Involvement” (All) reflect
projects consist of a number of self-containeaxpectations that most projects will include sub-
phases, each phase being proposed, reviewesfantial Australian content during both acqui-
and approved separately by GovernmentHihk  sition and through-life phases. Also included
Book excludes a number of highly classifiedin the Pink Bookis a reference to “potential
proposals and proposals of particular sensitivityprime contractors,” included to assist domestic
Small and Medium Enterprises (SMES) in their
Given their unapproved status, most proposaldiscussions with Defence and potential prime
listed in thePink Bookare subject to further contractors.
review. As expenditure for most proposals is
spread over many years, significant slippag€'Project schedule highlights” are included in the
rescheduling of expenditure and changes iRink Booko provide indicative timings for pro-
scope may occur. With regard to the timing angect milestones. A further indication of Defence’s
approximate cost ranges, the program is delizurrent thinking is reflected in a “future phases”
erately “overbid”, i.e., more proposals are in-category. The Year of Decision (YOD) for a pro-
cluded than could be afforded. This built-inposal is the year that first expenditure may occur
“slack” allows for unexpected changes inproviding the project is approved by Govern-
proposal schedules and offers investment plamment. Contacts with industry generally com-
ners a degree of flexibility to accommodatemence before the YOD as proposal sponsors and
changes in Defence priorities and/or governmenmhanagers prepare the necessary departmental
strategic and financial planning guidance. documentation. A typical structure of a proposal
is shown in Figurd.-15.
Prime equipment purchases should be viewed
more broadly in the context of full-cost-of-own- Forward Procurement Plans for Minor
ership to Defence and in through-life terms Capital Equipment — The Yellow Book
Thus, the project cost should reflect the total
estimated cost of bringing new equipment intofhe Forward Procurement Plans for Minor
service and include such elements as GoveriGapital Equipmen(the so-called’ellow Book
ment Furnished Materials, Integrated Logisticsncorporates the Defence procurement plans for
Support (initial stock of spares, training, publi-minor capital equipment in Australia and the
cations, facilities, and test and support equipNew Zealand Capital Programme — Minor. The
ment), and administration. These costs usuallyellow Bookis a source of information for in-
represent a very substantial proportion of thelustry on Australian and New Zealand future
total (life cycle) project cost. spending on defence minor projects (up to $A20
million in Australia and $NZ5 million in New
The Defence and Industry Strategic Policy StateZealand). As in the case Bfnk Book much of
ment of 1998 committed Defence to expandinghe information contained in this publication is
the Pink Bookto make MCE proposals more only indicative. Individual projects will only
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Year of Decision 1998/99

AIR 5401 Phase 1 - Medium Tactical Air Lift Capability

This Phase of the project will refurbish the existing 12 C-130H aircraft to maintain the ADF'’s tactical
air transport capability, through to the planned replacement of the C-130H around 2008. The work
involves limited structural refurbishment and replacement of some avionics and instrumentation, and
is expected to be carried out within the Deeper Maintenance (DM) period, or as part of flight line
operations maintenance and support. Support Command Australia will arrange procurement.
Purchases already underway for this project include:

» Phase 2 (YOD 97/98) covers the Medium Tactical Air Lift Capability (MTAC) simulator for the C-
130H. This is being procured through Project Air 5369, via a contract change proposal with CAE
(Australia). Project Air 5369 covers the procurement of simulators for RAAF’s Boeing 737 aircraft
and C-130J aircraft being procured under Project Air 5216.

» Phase 3 covers Electronic Warfare Self-Protection for the C-130H. Tenders for this Phase closed in
October 1998.

Defence Needs of Australian Industry
Identified needs, which may relate to this phase, include aircraft structure and avionics.

Australian Industry Involvement
Areas for Australian Industry Involvement include:

* installation of avionics and cockpit design;
» refurbishment of the landing gear, airframe and structure; and,
» Integrated Logistics Support (ILS) for new avionics and other aircraft components as required.

Through-life Support
The C-130H aircraft will be replaced around 2008. Through-life support activities will concentrate on
aircraft DM and ILS out to the planned withdrawal date.

Potential Prime Contractor

Air NZ Engineering Services (at Christchurch or Blenheim) currently undertake DM and flight line
operations maintenance and support. It is likely further activities may also be undertaken by this
company.

Project Schedule Highlights
Timings are yet to be determined for this phase.

Proposed Expenditure
Air 5401 Phase 1 is a category 7 project.

Future Phases

Air 5414 Phase 1 (YOD 03/04) will procure an aircraft to replace the C-130H.

Air 5414 Phase 2 (YOD 03/04) covers upgrade of the C-130H simulator.

Air 5414 Phase 3 (YOD 03/04) covers Electronic Warfare Self-protection for the C-130H replacement.

Point of Contact
CD Div Contact: xxx yyy zzz

Source: Pink Book (Defence New Major Capital Equipment Proposals 1999-2004).

Figure 1-15. Example of a Pink Book Proposal: AIR 5401 Phase 1
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proceed subject to satisfactory further developfhe Capability Managersare responsible for
ment and the normal budgetary processes of prbringing to the attention of Vice Chief of De-
gramming, funding and approval. The priorityfence Force (VCDF), Deputy Secretary Strat-
afforded each project may be changed to refleegy and Intelligence (DEPSEC S&I) and, if appro-
changing preferences and strategic concerns.priate, the Defence Executive any issues of
concern or suggested improvements to meet
While the two Defence Organisations endeaveurrent or future requirements. They should also
our to provide industry with an early indicationensure that all elements of capability for which
of their procurement intentions and plans, inthey are responsible have been addressed dur-
formation contained in th®ink and Yellow ing the capability development phd&eThey
Booksdoes not constitute informal or formal provide expert advice on current capability to
tender documentation. Thus, any expense or iYCDF and DEPSEC S&l. This includes the
vestment decision made by industry on the basidentification of needs and opportunities for
of data contained in these documents is a matteapability improvement; the attendant cost

for commercial judgement. implications,and, where desirable, the scope
for remedial or development action. They also
Major Capital Equipment Acquisition provide irputs to the analysis of new capabili-

Process: The Pre-Project Appoval Phase ties and strategic priorities and the desirability

of new investment in capability relative to the
The pre-approval phase of the MCE acquisitiortontinuingdependence on the existing ones.
process comprisesapability developmerdand

materiel definitionactivities. Integrated Project Tean{#PTs) are formed with
representation from all significant stakeholders
Capability Development internal to Defence, preferably from conception

to in-service, with differing representation and
Capability developmemefers to the process of stakeholder involvement and influence at dif-
identifying and planning, within strategic andferent stages. These teams may be managed di-
financial guidance, the acquisition of a capabil+ectly by line management or by Project Man-
ity required for the ADF. Capability develop- agement Boards comprised of key stakeholders
ment follows from strategic policy development.such as ADHQ, DAO. In the capability defini-
The major output of strategic policy is the estion phase, IPTs are designed to improve the
tablishment, through Government decisions, ofjuality and scope of proposals by drawing on a
strategic priorities for the whole of Defence. Thisdiverse range of stakeholders.
includes strategic appreciation of ADF capabil-
ity requirements. This appreciation provides &pecific major capital investment (capability)
basis for capability analyses which, in turn, leadproposals are submitted for inclusion in a
to sustainable arguments for the equipment pr&zonsiderations Papeprepared by capability
curement. The Capability Staff is responsible fodevelopment and resources planning divisions
exploring options to enhance current capabilitiefor consideration by the Defence Capability
and develop new ones. Tliapability Assess- Committee or the Capability Forum.
ment Report§CARs) andResourcéssessment
Reports(RARS) help to identify and prioritise The Defence Capability Committg®CC) is
deficiencies in the current force, as well as idenehaired by DEPSEC S&l, with VCDF and the
tify desirable capability developments for theUnder Secretary for Defence Acquisition as
future force. standing members. It makes key decisions on
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capability development priorities and recom-Materiel Definition
mends an annual program of investment that is
consistent with strategic and financial guidanceMateriel definition refers to the process of trans-
The committee considers and endorses the scolaging the required capability contained in
and cost of complex unapproved projects andapability development documentation into an
resolves cost/capability trade-offs to arrive at accurate, clear description of standards and
recommended investment program. performance to ensure suitability for purpose.
Materiel definition also includes the develop-
The DCC is supported by tigapability Forum ment of an acquisition strategy, which can be
(CF), whose representation parallels the DC@ested against departmental policy and commer-
with membership at the two-star level. Thiscial practices. The Defence Source Selection
forum makes capability development decision®8oard (DSSB) must endorse the latter.
on issues delegated to them by the DCC. Typi-
cally, it provides recommendations to the DCCAn Equipment Acquisition Strated¥eAS) is
on the proposed levels of investment for lesgenerally developed in parallel with the invest-
significant or costly projects. The CF alsoment proposal. It explains the method of pro-
considers capabilities utilising emerging tech-curement, provides a schedule of planned events,
nologies through a program of Capability anddentifies officers empowered to act as statutory
Technology Demonstrators (CTDs). authorities to exercise financial approvals, de-
scribes how local industry is to be involved,
The followingCapability Development Frame- outlines support aspects and provides overall
work need not apply rigidly to all Capability management strategies required for the project
Development Proposals, but the general prinfe.g., risk, security implications, and technol-
ciples of a “whole of capability” perspective, ogy transfer). The EAS shifts the focus to a busi-
iterative development of proposals, and earlyess perspective, and describes all major steps
engagement of all stakeholders should alwaysequired for acquisition in sufficient detail to
apply. The framework and its associated timelinelemonstrate that the overall strategy is feasible
should be flexible enough to accommodateand appropriate.
opportunities, which emerge at short notice as
well as those very significant proposals whichThe strategy and timings developed in the EAS
might be reviewed by committee more tharprovide the basis fdProject Management and
twice. Figure 1-16 shows the major milestone#\cquisition PlanPMAP). The latter is the pri-
and supporting steps in the overall Capabilitymary internal planning document required for a
Development Process. project and includes the Integrated Logistic Sup-
port (ILS), management and schedule plans
Once the DCC or CF is satisfied that the capaaeeded to achieve the milestones identified in
bility requirement, operational and in-servicethe EAS. ARisk Management PIdRMP) must
support arrangements are sufficiently wellbe prepared for all MCE projects at the pre-
defined, and that the accompanying cost, schedpproval stage for inclusion in the PMAP. The
ule and cash flow estimates are realistic, govAcquisition Reform Program (see Chapter 7) has
ernment approval to proceed with the project wilput a great emphasis on risk identification,
be sought in the context of the annual budgednalysis, treatment and review functions. These
submission. functions must be monitored and reviewed
throughout the life of the project.
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Milestones Supporting Steps ponsors/Initiators

1 | Identification of HCS and HC4ISREW in

Desired Capabilities consultation with stakeholders
(Strategy Staff, CM, DAO, SCA,
DPE, DSTO, etc.)

2 | Presentation of Capability Development of Capability | HCS or HC4ISREW take the lead
Development Statement to Development Statement in preparing the CDS
DCC (CDS)

Executive Authority: VCDF
advised by the DCC

3 | First presentation of a Development of COD HCS or HC4ISREW take the
Capability Options Document lead in preparing the COD
(COD) to Committee

Executive Authority: VCDF/HCAO

advised by the DCC/DCSC
Development of a draft HCS/HC4ISREW Executive
Capability Systems Authority: HCS/HC4ISREW, CM
Statement (CSS)

4 | Further Presentations of a Refine COD HCS/HC4ISREW lead the further
COD to Committee (if development of the COD
required)

5 | Issue Endorsed Cost CAO prepares the CCSS in
Capability Schedule consultation with CS/C4ISREW
Summary (CCSS) and CEP (for major equipment)

6 | DCC Programming Inclusion in DCC HMR and HCAO in consultations
Consideration Programming Meeting with CS, C4ISREW, CEP and

Issues paper CMs.

7 | Delivery of CCSS & CSS HCS/HC4ISREW in consultation

to implementors with the relevant CM,
UNDERSEC Acquisition, HCAO
For Major Acquisitions:

8 | Government Approval for Prepare Cabinet DCC recommends projects for

the project submission (CABSUB) inclusion in the annual budget
submission or other submission.
HCAO prepares draft submission
for DE to agree

9 | Initiate Acquisition Following Government

approval, funds transferred
from the Pink to the White
Book
10 | Contract Signature The DAO responsible for

approving the contract

Source: A Defence presentation at a management seminar.

Figure 1-16.

Capability Development Process: Major Milestones, Supporting Steps and Actions
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A project manager may start to develdptate- approving authority. On the other hand, author-
ment of Requiremen(SOR) which describes ity to vary approved costs is devolved within
the functional and performance requirements gbrescribed guidelines to subordinate authorities.
the capability being procured. The SOR als@ccordingly, project costs are updated at least
specifies other relevant requirements such asnnually and approvals to fund changes are
delivery, quality, management, testing andsought in the Omnibus Submission.
installation, and it is attached to the draft Con-

ditions of Contract in thé&kequest for Tender Major Capital Equipment Acquisition

(RFT). Process: The Post-Project Approval Phase
Major Capital Equipment Acquisition The post-project approval phase of the MCE
Process: The Project Appoval Phase acquisition process consists of a well defined

series of steps to ensure that the equipment to
As explained in Chapter 5, the Cabinet considbe procured meets the operational requirement
ers and determines resource guidance for Dend performance specifications and is acquired
fence on an annual basis. This guidance iwithin the approved cost and schedule. The
reflected in the annual Budget and the three-yedollowing steps are considered below:
Forward Estimates and is expressed in terms of
a percentage change from the allocation for the ¢ market scoping;
previous year, after adjustment for inflation. The
Defence Executive takes the current government
guidance into account in determining funding
allocations to Defence Outputs, including new
capability acquisitions, in the development of
the Five-Year Defence Program (FYDP).

tendering and source selection process;

contracting;

contract management; and

Project approvalrefers to Government agree- testing, evaluation and acceptance into
ment to proceed with a project that has been service.

developed by Defence and submitted for Gov-

ernment approval and allows the project manMarket Scoping

ager to proceed with the procurement stage. The

approval establishes the scope of a project, sedsproject manager can obtain information from
financial limits on the various elements withinindustry and/or alert potential suppliers to the
it and facilitates a transfer of guidance from theCommonwealth’s purchasing intentions before
Pink Bookto the Approved Major Capital formal tendering action. The two documents
Equipment Sub-Programthe so-calledVhite used to achieve this are:

Book—or to theNew and Ongoing Facilities

Sub-Program-the so calledsreen Book * Invitation to Register Interest (ITR)

which is a brief, formal invitation to in-
Project approval can occasionally occur outside dustry to express interest in a project
the Budget for very large projects, which war- proposal. The content is determined by
rant closer Cabinet scrutiny or where there is some the project manager in consultation with
urgency in progressing the acquisition. Subse- the relevant Policy and Support Centre
guent changes to the approved scope of a pro- (PSC); and

ject can require reference back to the original
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* Request for Proposal (RFR¥Vhichisa The aim of the evaluation process is to select
more substantial document seeking inthe tender, which satisfies the requirements of
formation from industry to further de- the RFT and offerbest value for moneyhis is
fine the requirement, assess alternativeormally done by a Tender Evaluation Board
equipment options and estimates of( TEB), chaired by Project Manager and consist-
costs. The RFP is issued in similar for-ing of members drawn from specialist functional
mat to an RFT (i.e., using Defence con-areas such as DAO branches for contracting,
tracting form DEFPUR 101), but does business, industry and financial advice, the
not include draft contractual clauses, angroject sponsor for operational and capability
the responses do not form the basis foaspects, Support Command for logistics support,
proceeding to contraét: and so on. Tender evaluation procedures and

methods are tailored to individual projects, to
The project manager evaluates responses froavaluate each tenderer’s response against the
an ITR or RFP, with assistance from specialistender evaluation criteria in the RFT and to de-
PSCs, and the outcome endorsed by the authoritgrmine the bidder offering “best value for
nominated in the EAS. money” to the Commonwealth. The tendering
and evaluation procedures feole sourceor
Tendering and Source Selection Process restricted tendermust be just as rigorous as they
are foropen tenders
Formal offers from industry to supply goods and
services are sought by the release Beguest The TEB’s recommendation is presented in a
for Tender(RFT). The release of an RFT indi- Source Evaluation Repof$ER), which is con-
cates to industry the advanced stage of the prsidered by the DSSB. The SER details the results
ject and the continued intention of the Commonef the TEB'’s evaluation of proposals, provides a
wealth to proceed with the acquisition. Projectanking of offers, recommends a preferred ten-
approval is required before the release of thderer and explains the implications of accepting
RFT. The DEFPUR 101 and other Defencdhe recommended offer. The DSSB performs an
contracting forms, which include draft condi-independent function to attest the probity, pro-
tions of contract, provide a standard format fopriety and thoroughness of the source selection
drafting a contract. process. Where the DSSB supports the SER, it
makes a recommendation to the authority nomi-
A Tender Evaluation PlaGTEP) is next devel- nated in the Equipment Acquisition Strategy
oped by the project manager to determine howvho then approves the source selection.
tenderers’ responses are to be evaluated. Nor-
mally, the TEP and evaluation criteria are agree@ontracting
at the same time that the RFT is approved by
The Under Secretary for Defence AcquisitionFollowing selection of the recommended con-
(or delegate) for issue to industry. It is also detractor, the project manager develoioatract
sirable that an industry briefing be held two oNegotiating Directivewith assistance from the
three weeks after release of the RFT to provideontract adviser and appropriate authorities
prospective tenderers with the opportunity to bevithin Defence, and finalises the draft contract
appraised on aspects of the Department’s accordance with DSSB directions. The Con-
tendering requirements and to answer generéiact Negotiating Directive is a sensitive docu-
guestions regarding the SOR. ment, which sets out the Commonwealth’s
negotiating strategy and bargaining position. The
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Under Secretary for Defence Acquisition (or dele- « accept the deliverables from the contractor
gate) is the clearance authority for the Contract on behalf of the Commonwealth.
Negotiating Directive and Draft Contract.
Testing, Evaluation and Acceptance
Contract negotiations are conducted on behalhto Service
of the Commonwealth by the Defence negotiat-
ing team headed by the Defence Negotiator, whdhe project manager is responsible for tasking
may be the Project Manager. He/she will beappropriate Single Service, DSTO or other agen-
assisted by specialist advisers, including theies to conduct any testing or evaluation of
contract adviser (and the Project Manager if theeliverables. This is achieved through Trest
latter is not the Defence Negotiator). The outand Evaluation Master PlaGTEMP) which is
come of contract negotiations is an agreed postleveloped at an early stage of the project and
tion by the Commonwealth and the tenderer(spproved by the relevant HSA.
resulting in the signing of a contract.
On completion of tests and evaluations, the
Contract Management delivered equipment is assessed against the
operational requirement to ensure that appropri-
The project manager is responsible for contradte logistic and operational arrangements have
management, which may extend over a numbdreen put in place. The equipment is then accep-
of years. The project manager and the contratéd into operational service by the respective
adviser, along with the relevant PSC staff, worlService Chief (see below) who then takes on the
in close consultation and provide each other witlhesponsibility for its management and support.
timely advice on matters pertinent to contract
progression. The more important tasks of th&@hree documents—a Transition Plan (may be a
project manager in administering the contracsub-plan of the PMAP); a Transfer Document;
are to: and a Project Completion Report—are required
to formally conclude a MCE project, complete
* ensure that the contractor meets its oblithe programming and funding responsibilities
gations under the contract; in the Acquisition Program and transfer respon-
sibility for operational and maintenance costs
* investigate and initiate contract amend-+o a single Service.
ment proposals;
International Collaborative Arrangements
» progress contractors’ claims and certifyin Major Capital Equipment Acquisition
the claims for payment against the
contract; In Australia, as in other countries, international
collaboration in the development, production
* monitor and report (through PROMIS) and procurement of defence equipment is an
financial and production progress un-established way of achieving efficiencies in the
der the contract and identify difficulties sourcing of equipment, access to technology and
which could affect the contracted interoperability with allieg% Examples of
requirements; collaborative project include: the ANZAC
Ship—joint requirement with New Zealand (see
* ensure that the Commonwealth meets it€hapter 9); Project Nulka—a collaborative pro-
obligations under the contract; and gram with the United States for the full scale
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engineering development of a system for defend@iOUs). In some cases, it may be necessary for
against anti-ship missiles; and Barra Sonobuoindustry to be involved in the collaborative
—involving Australian development of the process and to have arrangements that parallel
passive directional sonobuoy used in anti-subthose negotiated between governments.
marine warfare and UK development of the
onboard processors. For example, MOUs coverinGooperative
Defence Procuremerdre in place with the
The objectives of international collaboration arédJnited States (on a case by case basis), Canada,
to: and Sweden. MOUs facilitateata Exchange
Agreement$DEAS), Defence Standardisation
achieve scale economies at variousand support the Australia/Britain/Canada/
stages of the materiel cycle; America (ABCA) Agreement.

» promote the standardisation of military Criteria for identifying potential collaborative
equipment; projects include:

» enhance the All in major defence devel- + military — scope for operational and
opment and production programs; logistical benefits from collaboratively
acquired equipment;
* increase interoperability of equipment
both within Defence and with allied e industrial — scope for the development/
forces; and sustainment of the Australian defence-
related industry;
» facilitate the exchange of information and
technology not available in recipient « economic — scope for achieving the
country. economies of scale in production and
maintenance/support of equipment;
Given inherent difficulties in matching opera-
tional requirements, timing and financial pro- < technological —access to technology (in-
gramming of Australian procurements with tellectual property) and opportunities for
those of other countries, the Australian Govern- further technological development; and
ment has in place a program of government-to-
government arrangements with selected coun- timescales — opportunities for coordinat-
tries which promote the exchange of information ing procurements over time.
about acquisition plans and intentions and
provide the basis for joint collaborative venturesTypical criteria for potentially successful
These arrangements enable the comparison obllaborative programs include:
Australia’s procurement plans with those of
potential collaborative partners. They also allow ¢ equitable investments by participants;
other forms of collaboration such as combining
orders for the same equipment or reciprocal <« international specialisation with no
procurement. The establishment of such arrange- duplication of activities;
ments may take the form of “umbrella” or “pro-
ject-specific” Memoranda of Understanding * high technological compatibility;
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* high-level political support in each (often influenced by an existing MOU covering

participating country; and Cooperative Defence Procurement), bi- or multi-
lateral arrangements are developed to undertake
* compatible timescales. project planning/scheduling, costing, industry

involvement, and so on. If an MOU already
The prospects of collaborative development andxists, these negotiated arrangements for the
production need to be considered early in theollaborative project may be determined in an
capability planning. After a decision is taken toAnnex to the existing MOU.
purse collaborative arrangements for a project
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Chapter 9

DEFENCE INDUSTRY AND
DEFENCE INDUSTRY POLICY

Australian Defence-Related Industry IT but has accounted for only a small fraction

of total industry sales.
In recent years, at least 60 percent of the total
Defence budget has been spent on goods aiithe notion of sustainability for domestic defence
services. About 60 percent of goods and servicdsms in the Australian environment has always
has been sourced from Australian suppliers. Albeen problematic. Demand from the domestic
most all of capital facilities budget was spent irDefence buyer is spread widely across special-
Australia. The large majority of the logistics andist areas of supply capability and concentrated
administrative budget was also spent in countrin large and discrete lumps over time. On the
and just over a half of capital equipment budgedther hand, penetration into exports has always
went to domestic suppliers. been limited and the Defence Efficiency Review

concluded in 1997 that Australia “should regard
The constituents of defence industry in Austraexport orders as windfalls rather than reliable
lia, as elsewhere, can be identified only byincome sources in most ared¥.The difficul-
additional reference to how “defence industryties engendered by these market characteristics
is defined. A broad definition encompassaly are likely only to become more acute as the im-
industry activity involved in supplying Defence plications of the “Revolution in Military Affairs”
probably casts the net too wide: it includes firm$ecome increasingly obvious. On the one hand,
which only occasionally provide supplies andnetwork centric warfare will call for even more
firms for whom Defence demand comprises onlyntegration among platforms within battlefield
a small and lowly valued fraction of all sales. Itsystems. On the other, there will be less empha-
also includes Australian firms supplying Defencesis on possession of newer platforms in them-
with goods and services, which could just aselves and more on stretching their lives. This
easily be sourced elsewhere. More specificallymplies purchases of fewer units of any specific
defence-related industry might be defined as thatlatform than in the past and greater emphasis
part of Australian industry which provides, or ison larger but better integrated networks. Change,
capable of providing, goods and servicegherefore is inevitable.
strategically importanto Defence?®

In Australia, as elsewhere, there have been major
On that definition, the more strategically impor-organisational and structural changes to defence
tant goods and services are largely supplied frommdustry in recent years. Firstly, throughout the
five industry sectors: information technology,industry there has been substantial consolidation.
electronics and communications; shipbuildingn a period of a few years, one group of 18 major
and repair; aerospace; ordnance; and vehiclesuppliers in electronics, shipbuilding, aerospace
Over recent years Defence has been a dominaartd ordnance has been reduced to five: Tenix
customer only in the shipbuilding and repair andefence Systems, British Aerospace Australia
ordnance sectors. It has sourced large orders {BaeA), Thomson Marconi Systems (new owners
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of Australian Defence Industries Ltd), Boeing“For its part,” the Statement says, “industry must
Australia Ltd, and RLM Holdings (Joint Ven- be ready to support ADF elements whenever and
ture.} All these companies can be describedvherever they are sent.... In some circumstances,
as MCE suppliers. Interestingly, though, the nexthis will involve industry supporting deployed
three largest suppliers to Defence, Thiess, Lenelements directly and will require a cultural shift
Lease and Serco, are service providers rathbly Defence—away fronowning and control-
than equipment manufacturers. ling its own resources tatilising assets owned
by the private sectot® This shift is viewed in
Secondly, government has proceeded with the Statement as a move towards partnership—
continuing program of corporatisation anda partnership between Defence and defence
privatisation in the sector. Tenix operates whaindustry firms which it wishes to see as “sus-
were once government shipyards in Melbournetainable,” i.e., not dependent on winning every
Boeing has absorbed part of once governmentefence contract for which it bids.
owned aircraft manufacturing facilities; Austra-
lian Defence Industries Ltd. has been sold int&kecognising the implications of industry
private ownership (Thomson Marconi Systems)changes outlined earlier, and the importance of
retaining access to overseas equipment innova-
Under the bilateral Closer Economic Relationtions, the Government has said it welcomes for-
ship (CER), Australian and New Zealand induseign firm involvement in domestic defence in-
tries are regarded as a single industrial base whenstry but has emphasised that a quid pro quo
this is consistent with the objectives of self-must be demonstrate, i.e., a long-term commit-
reliance. Australian and New Zealand firms arement to the Australian economy. Such commit-
therdore treated equally under Defence indusment, it was indicated in the 1998 Statement,
try policy, except in regard to a small number ofmight be shown in the following ways:
high security or third country collaborative
projects, or in specific circumstances associated establishing significant local facilities
with the use of strategic industry development and plant;
policies®®

« employing a significant number of
Defence Industry Policy Australian citizens;

The trend towards corporatisation and pointing to a track record of performance

privatisation of former publicly-owned indus- in the defence arena, perhaps through
trial facilities reflects a general preoccupation previous involvement with Defence as a
with attempts to invoke the market as a means subcontractor;

of enhancing efficiency. Commitment to this
approach is outlined explicitly in the Govern- « performance of significant research and

ment’'s 1998 Defence and Industr§trategic development (R&D) in Australia and
Policy Statemen(DoD, 1998). The statement developing indigenous intellectual
reflects on the government’s strategic shift to a property;

more practive posture and a declared will-

ingness taleploy the Australian Defence Force « demonstrating independence of action
abroad in support of regional interests—a policy from overseas parents, including through
stance, which formed the basis for Australia’s exports from Australia; and
involvement in Timor.
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* nurturing Australian small and medium  the need to develop a closer Defence and
enterprises (SMESs). industry relationship which is crucial to
maintaining Australia’s security*®°
Irrespective of firms’ ownership characteristics,
Defence announced that its ultimate goal fronsecond, involving Australian industry in De-
its relationship with industry was the achievefence business draws on thAastralian Indus-
ment of “the best ADF capabilities for Austra-try Involvement (All) Program-which deter-
lia's defence *®To pursue that goal, a National mines the extent and type of local industry
Support Division was formed within Defenceinvolvement in defence acquisition. In 1997,
Headquarters (to develop a strategic frameworkefence published a documddfence Needs
for engaging the national support base). The NSbf Australian Industryproviding extensive in-
is now working with industry to implement six formation on its perceptions of the strategically
key strategies: important capabilities that it wishes to see in
Australian industry. In almost all areas, mainte-
* integrate industry into capability devel- nance, repair and modification capabilities were
opment; viewed as important. Research, design and de-
velopment capabilities were thought important
* enhance industry’s contribution to thein information security, command support sys-

nation’s capability edge; tems, intelligence, electronic warfare, integrated
combat and platform systems in shifdling and
» reform procurement; submarines, and propulsion systemssutbma-

rines. Manufacturing capability was thought
» establish new ways to involve Australianstrategically important only in command sup-
industry in Defence business; port systems, communications, electronic warfare,
and ship and submarine structures. Witldgace
* increase Australian exports and materiabuch as this, local industry now has means of
cooperation; and knowing better where it might invest if it wishes
to see Defence as a market for its products.
* commit to cultural change and improved
communication. The third strategy discussed here relates to en-
hancing industry’s contribution to the capabil-
Three of these deserve particular attention. Firsity edge. In recent years, government itself—
industry integration in capability developmentthrough the Defence Science and Technology
is being enhanced through improved DefenceOrganisation (DSTO) within Defence—has per-
industry information flows, demand manage-formed the lion’s share of defence R&D, about
ment to smooth peaks and troughs, and taking&0 percent in both 1992-3 and 1994“DSTO
whole-of-life approach to capability managemenhas as its overarching goal, the provision of advice
and cost estimates. That is, on the application of science and technology best
suited to Australia’s defence and security needs.
“To successfully deal with new strategic  To do this, it is tasked to position Australia to
and commercial imperatives, Defence  benefit from future developments in defence-
needs to investigate new business prac- related technology, to enable Australia to be a
tices along with more innovative and  “smart buyer” in equipment markets, to develop
effective industry policies, and acquisi-  new capabilities, and to enhance the operational
tion processes. Importantly, this includes  performance of existing capabilities.
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In addition, DSTO is expected to transfer theelated to achieving sustainable industrial
results of its research to industry and to providsupport for the ADF. It:

access for industry to its research facilities. A

long-running debate has surrounded DSTO’s < advises the Minister for Defence, from

relationship with industry but in the 1998 De- a strategic and commercial perspective,
fence Industry Statement a system of alliances on the role of industry and wider national
between the two sides is said to be “essential” support for Defence;

and a more substantial role by industry is called
for. Whether this would shift the balance of < facilitates communication between
defence R&D into industry’s hands depends on Defence and industry;
future funding levels for DSTO.

* advises the Minister on issues which
Industry Involvement in Capability might impact on the sustainability of key
Development industrial support for the ADF,;

The thrust of defence industry policy described < oversees the activities of a network of

in the 1998 Defence and Industry Strategic Poli- fora considering capability development,
cy Statement was to pave the way for a closer industry policy, export, contracting and
and more interactive relationship between De- outsourcing (Commercial Support
fence and industry. The Statement also estab- Program issues); and

lished guidelines to facilitate a collaborative (as

opposed to strictly contractual and adversarial) ¢ advises the Minister on key issues in the

relationship with industry. In particular, indus- defence industry environment.

try is to be involved in all stages of the capabil-

ity formation and maintenance, including theThe Council is chaired by the Minister for

early stages of capability development (se®efence and comprises representatives from

Chapter 2 and 8 above). industry, appointed for two years, wider Govern-
ment and the Australian Defence Organisation.

A network of consultative fora has been estabindustry members are drawn from both the de-

lished to provide an institutional framework for fence and civil sectors. The DIAC Secretariat is

(defence) industry policy making, to keeplocated within the Industry and Procurement In-

industry informed about Defence’s capitalfrastructure Division. The DIAC meets three

requirements and investment plans, and to allotimes a year and, at the end of each year, the Coun-

industry more overt influence over the futurecil approves a program of work for the following

directions of defence industry polices andyear.

processes. The key forum is the Defence and

Industry Advisory Council (DIAC), and another At the time of writing, the key defence industry

major development is the formation of Defencepolicy and acquisition issues to be addressed by

industry Integrated Teams. the DIAC have been identified as:
Defence and Industry Advisory Council » private financing;
(DIAC)

» continuing acquisition reform, including:
TheDIAC, established in June 1999, to provide
advice to Government on strategic matters
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— shorter tendering and project lead-in
times

— better risk-management, especially when
acquiring fast moving technology

— considerations of the size and com-
plexity of Defence projects while
competing with off-the-shelf products

— flexible processes to accommodate the
pace of technology development

— enhanced flexibility of acquisition
processes to meet specific project
requirements

— capability development processes,
including the identification of critical
capabilities

— the high rate of personnel rotation

— enhanced personnel competencies in
procurement and project management

— procurement processes that encourage
competition between primes and
between SMEs rather than between
primes and SMEs

— less onerous bank guarantees, in
particular for SMEs

— simplified contracting processes to
focus on key clauses while consider-
ing different, innovative contracting
models

— in-service support arrangements to be
developed concurrently with MCE
acquisition

— uncertainty in industry investment
decisions arising from Defence’s
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budgetary forecasting difficulties and
poor guidance to industry of its future
requirements;

the adequacy of R&D support, and in
particular:

— declining levels of in-country R&D
and the implications for future indus-
try capability

— extent to which Defence should invest
in in-country R&D to develop local
products

— the role of science and the scientific
community in future ADF planning;

industry structure and competition,
including:

— future industry interaction in a global
industrial context

— the effect of globalisation on (largely
foreign-owned) Australian industry and
opportunities and threats associated
with globalisation

— the risk of diminishing relevance (po-
litical, technical and military) of Aus-
tralia within the world market and as
a customer for the emerging global
industry giants

— need for in-country industry capabil-
ity independent of overseas suppliers

— the risk of industry disinvestment and
exit from defence-related production

— competition policy

— partnering charters, strategic alliances
and alliance contracting; and
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» the sustainability of key defence industrylntegrated Defence-Industry Teams
capabilities including;
Integrated Defence-industry Teams are to be-
— ability to adapt and modify assets andcome a major means of achieving close collabo-
systems through life of type ration between defence and industry at most
stages of the materiel cycle. Integrated Project
— potential benefits of using industry to (or Acquisition) Teams (IPTs), to operate dur-
support ADF operations ing the post-approval, project implementation
phase were described in Chapter 8. Similar con-
— broader Defence-industry interaction,cepts may apply at the capability development
incorporating all arms of Defence phase (Integrated Development Teams) and in
acquisition, including users relation to the provision of through-life support
(Integrated Through-life Support Teams).
— the role of SMEs in supporting the
ADF during the time of industry ration- Industry is to become a key stakeholder and a
alisation, including lead time neededfull member of such teams. The philosophy un-
to grow innovative, defence-related derlying industry participation is that of part-
SMEs nering and collaboration. In particular, industry
Is to provide expertise on costing and schedul-
— National Support Agenda and nationaling, technology, transition from functional to
support issues (i.e., encouraging widetechnical specifications, and production capac-
industry and civilian organisations to ity. However, at the time of writing, the teaming
support the national defence effort) arrangements are still in their infancy. The
Defence-Industry Charter with regard to partici-
— audit of Defence requirements vs. anpation in various teams is still under develop-
audit of in-country capabilities to ment. The real test of these relationships will be
address industry capability gaps. a function of experience. As projects mature and
the teaming arrangements are tested, a more
DIAC Working Groups realistic framework for partnering and teaming
is likely to emerge. The current enthusiasm for
Two DIAC Working Groupsvere established to “teaming” and “partnering”—increasingly ap-
consider some of the main policy issues. Thearent in so many countries—may have indeed
first group, on (Defencegcquisition reformis  have some merits for both Defence and indus-
to identify current constraints on the acquisitiortry but it may be rather naive in the way it glosses
process and develop practical measures to inever conflicts of interest and the need to share
prove it. The second group, @nivate financ- liabilities as well as assets.
ing, is to liaise with industry and Defence (in
particular Resources and Financial Plannindg.essons from the Submarine Project
Division) to investigate opportunities and
develop practical proposals for the applicatiorAustralian Defence industry has not been im-
of private financing in current and future mune from the sorts of embarrassment which
Defence projects. have afflicted defence industry elsewhere and,
indeed, sensitivity to some of the more recent
problems has been one of the stimuli prompting
ongoing policy change. In particular, there have
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been major problems in bringing into service
six new diesel-electric submarines comprising
the Collins class. In a report commissioned to
examine the dficulties!**the authors Malcolm

Mclntosh and John Prescott say the submarines e

constitute proballAustralids most important
stragegic asset for the decades starting 2000 and
“the countrys most ambitious and technically
advanced defence industrial projeser.”12The
submarines are beirtgiilt in Adelaide by the

or mobilised, perhaps because of the con-
tract structure, interests of the parties, or
fragmentation of responsibility;

thefixed-price form of the contract cre-
ated problems for a project that was
large, compéx and rew; for which gen-
erous up-front payments were made; and
for which a detailed design did rexist.

Australian Submarine Corporation (ASC), ofin a long list of lessons to be learned, the report
which the principal shareholder is the subdincludes advice or recommendations that:

marineés designe KockumsKockums was fo
merlyowned by the Swedish CelsiBacific and
recently acquired by the Germarowhldts-
werke-DeutscheéWNerft (HDW). A minority
shareholder (48 percent) isthustralian Qv-
ernment through stAustralian Industry Bvel-
opment Corporation. Contracts (AIDC) were
signed in 1987 for dilery at a price DA$4.4
billion. By March 1999, Defence had spent 93
percent of the expected total project costs and
98 percent of thexpected total contract price,
“for which there ardive boats in the watebut
none performing aywhere near adequayef*?

The report identies the essential problem with
the submarines as a failure to performea¢ls
required for military operations. “The underly-
ing cause is a myriad of desigrfidencies....
The most obvious and debilitating consequence
is a very bw level of reliability.” 4 It finds the
causes of the problem to lie in the éoling
areas:

* Dbetween Mvy with an ugent need for
adequate boats, dPASC with no

the Gavernment shouldwoid putting it-
self on both théuying and selling side
of a contract. (In this case, its sgdDC
acting for the geernment on the seller
side lacked ®ectiveness through lack of
knowledge about submarines.);

Defence should ensure the prime con-
tractor has all thexpertise required to
carry out the project and that, for itself,
it has all the expertise to be a smart
buyer;

contracts should be framed for petfo
mance rather than detailingolw to
achive it;

plenty of povision be made forviews;
and

more freedom be created to engage
alternatve subcontractors in tlegent of
problems.

motivation to povide awything beyond Two othe, more general, lessons may also be
its interpretation of its contractual learned from the Collinexperience. First, it is

obligations, disputes aboaterarching
mission objeatres not only aroséut
sometimes remained unreged;

nave to assume that a small country such as
Australia can embark on technologically inno-
vative and commx projects of the size of

Collins--and deler thefinal product on time,

» technical competencies and e@nt

within budget and operating at sewhere near

expertise were imperfectly coordinatedits best. Even the moskperienced producers
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of such complex systems fall short of this ideabnly be kept in business if they secure further
some of the time. Realistically, and consideringapital orders and/or enough through-life sup-
its complete lack of prior experience in build-port work. That means picking winners as “them
ing submarines, the ASC has performed creditwho have it get it.”
ably. If, however, future governments insist on
the in-country production of large, technologi-Further, at least for large and long-lasting
cally complex and innovative weapons systemgyrojects like this one, the Collins experience
they should accept that the costs of pioneeringuggests that invoking competitive forces to
and learning-by-doing are likely to be high. Andbring about high-level performance may be be-
for systems that have an expected life of decadespming increasingly difficult. Even on a global
the initial outlay is likely to be dwarfed by the basis, there were few suppliers able to under-
through-life cost of maintaining and adaptingtake work of the complexity and magnitude of
the submarines in the face of rapidly evolvingCollins, and this will be true of other projects in
technology. future. Once work was well advanced, moreover,
it was difficult realistically to threaten substitu-
Second, the Australian defence industry policyion on the project by another contractor, again
is at the crossroads. Since the early 1990s, Da-feature of projects of this kind that will persist
fence has praised the virtues of “competition’in future. In the effort to build trust and lasting
as a means of getting value for money in theelationships, Defence is now considering vari-
procurement of major capital projects. In a comeus “partnering” and “strategic alliance” arrange-
petitive environment suppliers should be sements with contractors. Competition may have
lected on the “value for money basis” and the role in deciding who joins the list of pre-quali-
purchasing agency should avoid “picking win-fied suppliers but once selection of preferred
ners,” that is it should stay away from “cozy,” contractors is complete, the idea is that “part-
long-term relationships with particular contrac-nership” and “alliance” arrangements will pre-
tors. But in a true competitive environment, mostail. Competition depends on there being a num-
of the required equipment would have beemer of technologically credible and commer-
sourced from large, international prime and firstcially viable competitors. At the purely domes-
tier contractors. While insisting on an effectivetic level it is no longer a realistic option for many
and open competition, Defence, under the policprojects, and maintaining domestic industry
of Australian Industry Involvement has nev- capability as an essential element of “self-reli-
ertheless been able to direct a large proportioance” seems to dictate that Defence enter into
of platform building and component manufac-close relationships with international companies
ture to domestic suppliers. But as ANZAC shipswith a view to ensuring that they make the sorts
the Collins class and minehunters near complef investment in Australia envisaged in the
tion, the era of intensive platform building is Bishop Rules outlined earlier.
coming to an end. The existing shipyards can
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of the Australian Defence Force Academy
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Australian Defence Force Academy,6.
Canberra, ACT. 2600, Australia (Tel: +616
268 8094/8098; Fax: +616 268 8450; E-
mail:_s.marlowski @adh.edu.au and
p.hall@ adé.edu.au).

This is a significantly larger amount than

in previous years as it is calculated within?7.
the new accrual-based budgeting frame-
work. By subtracting Capital Use Charge8 .
(an asset depreciation charge) from the
total Budget expenditure, the outlay before
and after the introduction of the new
resource management framework can b8.
compared (see Chapter 5).

10.

The technology-based force multiplier is

defined here as the contribution of defencd 1.

technology to the effectiveness of the de-

fence force after numbers of personnel and 2.

equipment (labour and capital) are taken
into account, e.g., an increase in combat ef-
fectiveness achieved with a given personnel
and equipment numbers when technology
is upgraded.

These figures were estimated under the “old”
(pre-1999-2000) cash-based accounting
framework (see Chapter 5).

Under the Australian Federal Constitution13.

(see Chapter 2), the lobbying and bargain-
ing powers of the State Governmenis-
a-vis the Federal Government are very
considerable. The “spreading around” of de-
fence orders in response to pressures from
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the States, has often resulted in un-neces-
sary (from national point of view) dupli-
cation of production facilities and, thus,
made them even more costly to sustain in
the long run.

“Demand management” normally refers to
the spreading of demands over time to keep
defence-related producers busy as well as
directing orders to businesses and facili-
ties that are regarded as critical elements
of national industry support.

Defense Efficiency Review (DER), 1997.

In 1922, the State of Queensland amended
its constitution to abolish the upper house
and create the unicameral State Parliament.

O’Connor, 1998, p. 63.
Op. cit.
O’Connor, 1998, p. 64.

Under the provisions of tieustralia Act

* no acts of the British Parliament were to
apply to the States of Australia;

» theColonial Laws Validity Actvould no
longer apply, no State law would be in-
valid because it was repugnant to the
English common law or to an Act of the
British Parliament; and the powers of the
Monarch in respect of a State were to be
exercised only by the State Governor.

The three arms of the Federal Government
are created by separate chapters of the Aus-
tralian ConstitutionChapter 1 — The Par-
liament; Chapter 2 — The Executive Gov-
ernment; and Chapter 3 — The Judicature.
This was borrowed from the Constitution
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14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24,

25.

of the United States, where the functions
of the three arms of the U.S. Federal Gov-
ernment are divided into sepa-rate Articles
of that nation’s Constitution.

O’Connor, 1998.

Op. cit.

At the time of writing, the Government 26.

comprises a coalition of Liberals and
Nationals.

O’Connor, 1998.

27.
Op. cit.
Op. cit. 28.
Op. cit.

29.
Chapter 3, Section 71.

30.

However, until the 1970s, the British Privy
Council could overturn decisions of the
High Court.

Op. cit.

O’Connor, 1998; p. 58. In the United
States, executive power is vested in the
President, who appoints his own Cabinet,
whilst the legislative power is vested in a
Congresswhich consists of a House of Rep-

resentatives and a Senate. These systems3if.

checks and balances between the President
and the Congress are critical to the opera-

tion of the doctrine of separation of powers32.

within the U.S. Federal Government.

33.

These includethe Federal Courtwhich

rules on matters involving civil disputes,
which are affected by the laws of the Fed-
eral Parliament and/or the ministerial Reg-
ulations, and criminal cases concerning
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Federal lawsthe Family Courtwhich rules

on matters regarding dissolution of mar-
riages, and disputes over the custody of
children and ownership of family property;
andthe Industrial Relations Courtvhich
rules on matters concerning terms and
conditions of employment and disputes
between employers and employees.

This section draws on material contained
in Parliament of Australia (1998J,ommit-
tees House of Representatives Factsheet
No. 4, December.

For a current list of committees $etp://
www.aph.ge.au.

Before 1989, the Committee was known
as Foreign Affairs and Defence.

Beazley, 1992, p. 3.

As one commentator puts it, “the Defence
portfolio is a financial holding pattern, with
spending kept steady ahead of the shake-
up that will come after this year’s policy
White Paper” (Robert Garranhe Austra-
lian, 10 May 2000). At the time of writing,
the Government is determined to fulfil its
election promise of maintaining defence
spending in real terms with a small, on-off
increase in real defence spending budgeted
for 2000-01.

Paul Kelly,The Australian 23 February
2000.

The Australian7 March 2000.

The message from the East Timor opera-
tion was that Defence could not sustain two
battalions in the field for longer periods of
time within its current budget.
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34.

35.

36.

37.

38.

39.

40.

4].

42.

This supplementary funding was initially 43.

to be raised through an ad hoc “special” tax

levy but, at the time of writing, it is to be 44.

funded from the windfall revenue from the

sale of the airwaves (spectrum) for telecom45.

munication services provided telephone
companies.

Originally a tripartite alliance, signed in 47.

1952, between the U.S., Australia and New
Zealand. Unlike its northern counterpart,

NATO, ANZUS operates a fairly uninte- 48.

grated structure in which sovereign nations
retain policy independence and discre-
tionary power over military expenditures.
Any action of the Council of Ministers, the
executive body of ANZUS, must be unan-
imously approved. The Council of Minis-
ters meets very infrequently and is assisted
by a small Secretariat. There is no common
funding of defence expenditures and each

ally determines, without consultation, and49.

bears its own expenditures.

50.

The Financial Management and Account-

ability Actprovides the legal basis for the 51.

appropriation and management of money
and the Public Service ACT governs the

administration of the Department of 52.

Defence.

53.

Allan Hawke What's the Matter — A Due

Diligence Reportedited version of an ad- 54.

dress to the Defence Watch Seminar at the

National Press Club, 17 February 2000. 55.

Editorial,Defender Spring 1999. 56.
Allan Hawke, op. cit. 57.
Allan Hawke, op. cit. 58.
DAO, 1998, p. 2-3. 59.
DPBS, 1999-00, p. 2. 60.
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46.

Op. cit.

DPBS, 1998-99.
DPBS, 1999-00.
DAO, 1998, p. 2.

For details see DoD (199¢fence Annual
Report 1998-199Appendix A.

In previous years, cash-based accounting
was used, that is, “transactions” were only

recognised when cash was paid or received.
This resulted in a mismatch between reve-

nues and expenditures. Accrual accounting
was introduced to address this problem. Trans-
actions are now recognised when the ser-
vice is rendered or the goods are delivered
(DPBS, 1999-00).

DPBS, 1999-00, p. vii.

DPBS, 1999-00.

The Australian Government’s financial year
runs from 1 July to 30 June.

DPBS, 1999-00.

DPBS, 1999-00, Table 1.10, p. 20.
DPBS, 1999-2000.

DPBS, 1999-2000

Shephard, 1999, Table 60, p. 173.
Woolner, 2000, p. 13.

Woolner, 2000, p. 14.

Woolner, 2000, p. 4.

Op. cit.
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61.

62.

63.

64.

65.

66.

67.

68.

69.

70.

71.

72.

73.

Woolner, 2000, pp. 4-5.
Woolner, 2000, p. 4.
Op. cit., p. 24.
Woolner, 2000, p. 12.
DAO, 1998, p. 6.

DPBS, 1999-2000, p. 9.

78.

The DER foreshadowed civilian staff re-
ductions of around 3,100 positions as well

as some 3,800 military positions removed79.

from administration and support areas. The
final figure depended on the extent to which
in-house options (internal bids for market
tested activities) could succeed under De-
fence’s market testing program (the Com-
mercial Support Program). About half the
military positions were to be re-established
in combat and combat-support areas. A fur-
ther 7,000 military and 5,900 civilian posi-
tions were to be market tested through the
expanded and accelerated CSP.

DPBS, 1999-00, p. 10.
Woolner, 2000.
Op. cit.

Australian Defence Reportgkugust 1995,
p. 14.

80.

Woolner, 2000, p. 13.

The “value-for-money” approach means31.

evaluating both benefits and costs and
choosing the offer that maximises the dif-

ference between benefit and cost (net ber82.

efit). Thus, the best value-for-money offer

need not be, and usually is not, the chea83.

est offer (or the least cost bid).
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74.

75.

76.

77.

DPBS, 1999-00.
DPBS, 1999-00.
Source: Garry Jones, Deputy Secretary
Acquisition, Keynote address at Defence

1999 Procurement Conference.

Source: Beyond the Leading Edgastra-
lian Defence Business RevieiWJune 1999.

For more details see websitétp://www.
defence.ge.au/daol/cep/

GST is a value-added tax introduced in
July 2000. At the time of writing, it is not
clear how the GST may affect Defence
acquisitions. At present, government de-
partments and agencies do not pay sales
tax and, similarly, most of Defence acqui-
sitions, especially capital equipment, will
be GST-exempt. However, since the GST
is a value-added tax levied each time a
product is enhanced/transformed as it
moves along the value-adding chain (i.e.,
each time some value is added to it through
further elaboration). The tax will be paid
by subcontractors and prime contractors
and, thus, it will be included in the pur-
chase price of equipment. Since Defence
is a government department, and hence
GST-exempt, it should be refunded for the
full amount of the GST included in goods
and services it buys from suppliers.

For more details see websitétp://www.
defence.ge.au/daolipi/

For more details see websitétp://www.
defence.ge.au/dao/esad/

An over-the-horizon radar system.

For more details see websitép://www.
defence.ge.au/dao/mags/
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84.

85.

86.

87.

88.

89.

90.

For more details see websitétp://www.
defence.gaau/dao/aero/

This Section draws on DAO (1998) Defence92.

Reform Program, Implementation in the
Defence Acquisition Organisatiohttp://
www.dao.defence.goau/drp/drp.htm

For further details sedttp://www.dao.
defence.gaau/publications/main.htm

Moore, 1999.

This Section also draws on DAO (1998)
Defence Reform Programplementation
in the Defence Acquisition Organisatjon
http://www.dao.defence.gwau/drp/

drp.htm

As described by one of DAO Executive
Officers, the DAO was seeking to “play a
stronger role in new investment proposals
before they are approved,” including pro-
viding advice to Defence Headquarters

planning staff on systems engineering, tech95.

nology, acquisition strategies and costing.
“Recent studies in the electronic systems
acquisitions division have revealed that
some 60 per cent of project delays are caused
by poorly defined requirements” (Peter La
Franchi, Shake-up likely for Defence pur-
chasing,The Australian Financial Review
7 April 2000.

However, in this particular context, the dis-
tinction between “effectiveness” and “effi-
ciency” is not very clear. In logic, the dis-
tinction appears to be spurious. While it is
important that services delivered by the
DAO are effective, in that they generate
benefits for its customers, it is also impor-
tant that the cost of service delivery, which
depends on the DAQO’s efficiency, does not
exceed the benefit.
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91.

93.

94.

96.

That means that a single reporting chain
now exists throughout the DAO.

While, over several years, the DAO is to
lose over 20 per cent of its positions from
the 1997 baseline of 2,300, it is expected
to deliver both greater volume of and higher
quality support to the ADF.

As a part of the Reform former Defence
Acquisition Regional Offices (DAROS)
have been abolished and replaced by small
industry shopfronts in each (State) capital
city. This was to be a source of significant
personnel-related savings within the DAO.

The content of this paragraph is largely
drawn from an unpublished presentation
produced by the Defence Acquisition Review
Team to brief industry. At the time of writ-
ing, the Minister for Defence has yet not
endorsed the specifics of the Acquisition
Reform Program.

The Pink Booja list of projects, which have
not been approved by Government (see
Chapter 8), estimates the cost of Phase One
of the project to be between A$500 and A$1
billion. By Australian standards, it is a large
but not a mega project, such as the Collins
class submarine project (see Chapter 9).

Normally, the (Australian) Capital Equip-
ment Procurement Manual (CEPMAN)
provides the best source of information on
capital equipment acquisition in the Aus-
tralian defence Organisation. However,
with the Defence Procurement Reform
gathering momentum, many sections of the
Manual are out-of-date. In this Chapter we
refer to a number of sources, including,
where possible, CEPMAN. It is therefore
possible that some information referred to
in this Chapter is inaccurate in that some
aspects of the acquisition process may have
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97.

98.

99.

100

101.

been changed. In particular, the organisat02
tional framework has been evolving rather
rapidly and, at the time of writing, more
changes are anticipated. The interested03
reader is directed to the webside of the Aus-

tralian Defence Procurement Organisatiori04.

to search for the latest referenchtp://
www.dao.defence.qgoau

A large part of this Section draws on106.

Chapter 3 in CEPMAN.

107.

Materiel definition means progressive trans-

formation of the initial broad functional 108.

requirements into technical (including
performance) specifications.

The EAS explains the method of procure-
ment, provides a schedule of planned
events, identifies officers empowered to act

as statutory authorities to exercise financiall10.

approvals, describes local industry involve-

ment, outlines support aspects and provide$11.

overall management strategies with respect

to risk, security, and technology transfer. 112.

. In Service vocabularyforce structure 113.

(equipment and formations) apaepared-

nesscomprise forceapability. Prepared- 114.

ness refers to a force elememéadiness

(i.e., its ability to perform a designated 115
task) andsustainability(i.e., its ability to
continue to perform the task until its
completion).

An ITR or an RFP may be released ahead
of Project Approval, but only with the
agreement of DEPSEC S&l and the ap-
proval of The Under Secretary of Defence
Acquisition (or delegate). The Minister is
not normally informed of the intention to
issue an ITR or RFP, unless the project is
judged as being particularly sensitive.
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105.

109.

. This Section is based on CEPMAN, Part
2, Chapter 5.

. DoD, 1992.

DER, 1997, p. 37.

Lock, 1999.

DAO, 1998.

DoD, 1998, p. 1.

DoD, 1998, p. 7.

A statement by the Hon. John Moore, Min-
ister for Defence at the first meeting of
Defence Industry Council, DAO Media

Release, 9 December 1999.

Markowski, Hall and Dessi, 1997, p. 232.
DoD, 1999.

DoD, 1999, p. 1.

DoD, 1999, p. 16.

DoD, 1999, pp. 3, 14.

. Which is just another term to describe “self-
reliance” or “local content requirements.”
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Chapter 1
JAPAN

Two fishing trawlers plied the waters west ofdefense forces are some of the elements of the
the island of Honshu in the Sea of Japan nealebate. The larger political debate focuses on
the Noto Peninsula and Sado Island. Their furtiveevising the 1948 Constitution, in
movements drew the attention of the Japanegmarticular, the “peace” article—
Coast Guard, the Maritime Safety Agency. OrArticle 9. Article 9 annunciated the *
closer inspection, Safety Agency personnel nonational principle that Japan
ticed not only a lack of visible fishing gear, butrenounces war as a means of
uncommon antenna not fitting the needs of aarrying out state policy and,
fishing trawler. Important military bases, pos-perhaps more signi-
sible surveillance targets, are located in nearbfycantly, prohibited

Y 2o

Komatsu—the Japanese Air Self Defense Forcthe establishment of
(ASDF) Early Warning Radar stations and themilitary forces. The
6" Air Wing. Cold War changed
that. At the insis-
As the Safety Agency vessel approached, thieence of the United States (U.S.), Japan estab-
ships fled northwards. Despite repeated warnlished the Ground, Maritime and ABelf
ings both ships failed to stop. Maritime SelfDefensefForces for defense of the homeland. In
Defense Force (MSDF) destroyers and a P-3the early 1980s, with U.S. agreement, they
aircraft joined in the chase estimated at 30 knotiirther expanded their security role to include
for the fleeing ships. Then, for the first time sincestability for the East Asia region. Some political
1953, a Japanese naval vessel fired “in angechanges, symbolic of changing attitudes toward
at the two intruding foreign ships. the military, have already occurred. The Diet
approved using the Rising Sun National Flag and
The incursion by two-reputed North Korean “spythe national anthem—*Kimigayo.”
ships” is one of a series of events that have
sparked debate in Japan about the future securi@perating within this background is the Japanese
role of the nation. The August 1998 NorthDefense Agency (JDA), which for the last 45
Korean launch of a Tae Po Dong ballistic missilgyears has produced a wide variety of vessels,
over Japan, and continual reports of Northanks, and aircraft for the self defense forces
Korean long-range missile development acti{SDFs). This chapter will provide a look at the
vities on a Tao Po Dong Il with a range of 4,00Q)apanese approach to the development or acqui-
nautical miles, have added fuel to the discussiosition of military equipment and weapon systems
For the last 50 years Japan has had a strobgsupport their self-defense forces.
pacifist movement. These events have shaped a
debate by the national leadership on the neddistory and Traditions
for a “modern military” to respond to these
threats. Theater missile defense, modernizatiohhe modern era of Japanese government began
of the military, new security guidelines for its in 1868 with the “Meiji Restoration.” After 250

JAPAN
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years of feudal rule by the Tokugawa Shogunatés a gift, the emperor also gave the country its
a small group of nobles and samurai, mostlyirst constitution—the Meiji

from the south, staged a brief civil war to over-Constitution of 1890—
throw the government. It restored the authorityused to govern the
of the Emperor Meiji, although true power wascountry until after
with a small group of nobles—the genro—whoWorld War 1I.

ruled in the name of the
emperor. This was part
of a long-standing
Japanese tradition in
which the emperor
ruled in name,
while other men,
often referred to as
“Shoguns,” ruled in
actuality. This tradi-

tion goes back to the twelfth century whenwith two houses

While several

European con-
stitutions served
as benchmarks,
the Japanese
modeled theirs
primarily after

the Prussian Con-
stitution. It crea-

ted a parliament

Minamoto Yoritomo was selected by the em—~Peers and Repre-
peror as the first “Shogun.” He built his first cap-sentatives. The members of the Peers were from
ital in Kamakura, an hours train ride south ofthe Imperial Family, the nobles, and people who

present day Tokyo.

paid high taxes. While membership to the House
of Representatives was not as restricted, only a

Under the guidance of the genro and with agredimited number of people could vote. It was not
ment by the Emperor, the country was transentil the 1925 Electoral Law that universal male
formed from a feudal state into an industrializeduffrage was adopted. However, the emperor re-
and modern military power. The reforms insti-tained sovereignty to include control of the mili-
tuted by the Emperor Meiji were broad basedary services and the executive and legislative
and included creation of a centralized beaubranches of government. The Meiji rule lasted
racracy and a conscript modern army. All aread4 year and ended with the death of the Emperor
of society were influenced—economic, legal,Meiji in 1912.

education, social and political.
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Chapter 2

THE GOVERNMENT
OF JAPAN

The current government of Japan is a constifhe Japanese Constitution is referred to by some
tutional monarchy with the Emperor, Akihito, as the oldest unchanged constitution in the world.
as the constitutional monarch. The Constitutiort has not been amended since its promulgation
makes the emperor a part of the Executive brangh 1947. But, for the first time since its creation
of government, along with the Prime Minister,the Constitution is under serious review. The
as of May 2000, Yoshiro Mori, and the cabinetDiet voted last year to establish a panel to “wide-
The legislature is bicameral with a Lower Housdy and comprehensively” review its post-war
—the House of Representatives—and an Uppeonstitution. In typical Japanese tradition, the
House—the House of Councillors. The judicialpanel is not expected to issue its report for five
branch of government consists of the Supremgears thus allowing time to gain consensus with
Court, the highest court of the land, other loweall parties and the public.
courts to include district courts and family
courts. With the exception of the Chief JusticeThe Emperor
of the Supreme Court, who is appointed by the
Emperor, the cabinet appoints all other judgesThe 123 Japanese Emperor and symbol of the
State is Akihito. In the Japanese tradition, the
The Japanese Constitution (kenpd) was enactétmperor traces his descendants back to the first
on May 3, 1947, and is noted for Article 9 inemperor, Jimmu Tenno, crowned in 660 B.C.
which Japan would “forever renounce war as and is considered a descendant of the Sun god-
sovereign right of the nation and the threat odess—Amaterasu Omikami. While the sover-
use of force as means of settling internationagign power of the state rests with the people of
disputes.” While the Constitution prohibits Japarthe nation, the emperor has a symbolic state func-
from using war for settling international disputestion and performs the role of “Head of State.”
or maintaining military forces, it was argued, This consists primarily of state ceremonial tasks
during the occupation, that a “self defense forcesuch as meeting visiting heads of states, receiv-
would not contradict the constitution. Finally ining foreign ambassadors and ministers. The
1954, with U.S. encouragement, the Japanesgonstitution gives him various other functions,
Government created a Self Defense Force. such as appointing the Prime Minister, Minister
of State, and Chief Judge of the Supreme Court
This Constitution was a significant departure(as designated by the Diet). Article 7 provides a
from the first one—the Meiji Constitution. The list of other duties, such as promulgating laws,
1947 Constitution placed the State’s sovereigntgonvoking and dissolving the Diet.
in the people. The Emperor became a symbol
of the unity of the state. The Diet became thd@he Emperor has no effective power in govern-
highest organ of the state with the cabinement and performs all of these actions with the
responsible to it. Human rights and equal rightsidvice and approval of the Cabinet and on behalf
for men and women were also guaranteed. of the people.
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Prime Minister such as Foreign Affairs and Defence. All mini-

sters are appointed and may be removed by the
The Prime Minister (PM) is the head of governPM and must be civilians. A majority of them
ment in Japan. He is a member of the Diet anthust be members of the Diet and it is traditional
is selected by both legislative houses. Howevethat most are from the House of Representatives.
if both houses cannot agree, then the Loweh key element of the current Constitution is that
House, the House of Representatives, will selethe Cabinet, in the performance of their duties,
the PM. The PM headbke Cabinet and has the is responsible to the Diet. The Director General
responsibility for appoiimg and dismissing cab- of the Defense Agency, in keeping with Article
inet members. He represents the Cabinet wit8 of the constitution, lacks ministerial status and
the Diet. He submits bills and reports on nationaleports through the Office of the Prime Minister.
and international affairs to the Diet. As head oHowever, he is the equivalent to a minister of
government, he exercises control and supedefense in other countries.
vision over the executive branch. For most of
the post-war period, the PM was a member o&imilar to the British model, the Japanese par-
the Liberal Democratic Party (LDP). While theliamentary cabinet system of government re-
LDP is still the largest party in the Diet, it lost quires the government to retain the confidence
some power in the 1990s and currently leads a@f the House of Representatives. If the House
coalition government with two other parties—passes a non-confidence resolution, or rejects a
the Komeito and the Jiyuto. The PM is theconfidence resolution, the Cabinet must resign.
Commander in Chief of the Japanese SDF.

The Cabinet has several constitutional respon-
Cabinet (Naikaku) sibilities, specifically conducting affairs of state,

managing foreign affairs, and concluding treaties
Actual executive power of the state is vested ifwith Diet approval), administering the civil
the Cabinet. The Cabinet consists of the PMservice, and preparing and submitting the annual
who is its head, and other Ministers of Statebudget. The budget is submitted every year by

Prime Minister

Minister of Justice Minister of Posts and Telecommunications

Minister of Foreign Affairs Minister of Labor

Minister of Finance Minister of Home Affairs

Minister of Education (Dir. Gen. Science and Minister of Construction (Dir. Gen. National Land
Technology Agency) Agency)

Minister of Health and welfare Dir. Gen. Management and Coordination Agency

Minister of Agriculture, Forestry and Fisheries Dir. Gen. Defense Agency (Tsutomu Kawara

— as of May 2000)

Minister of Transport (Dir. Gen. Hokkaido Dir. Gen Environment Agency
Development Agency) Chairman, Financial Reconstruction Commission

Minister of International Trade and Industry

Chief Cabinet Secretary (Okinawa Development
Agency)

Figure 2-1. The Japanese Cabinet
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the government to the Diet in January. This alef the Economic Planning Agency. The Chair-
lows the time to deliberate and to pass a bill bynan of the Joint Staff Council (JSC) and others
April 1, the beginning of the Japanese Fiscamay attend. The Security Council agenda in-
Year. Each minister also performs the normatludes a wide range of both military and non-
duty of managing the departments or minismilitary security issues, such as defense policy,
tries, which are included in their portfolio. the National Defense Program Outline, in-
While eachminister of state has the authority dustrial production coordination, diplomatic

to sign laws and cabinet orders; the PM ignitiatives and defense operations.

required to endorse each one. The Japanese

Cabinet is currently composed of 19 Ministers

as shown in Figure 2-1. THE LEGISLATURE

Two of the most powerful ministries in the The Diet (Kokkai)
government, the Ministry of Finance (MOF)

and the Ministry of International Trade andThe Diet consists of two Houses—The House
Industry (MITI), have a significant impact on of Representatives and the House of Coun-
the JDAs investment planning. MOF'’s role issellors. The 1947 Constitution made the Diet the
to determine both the budgetary amountshighest organ of the state power” and the “sole
available to acquisition and to ensure the healttawmaking organ of the State.” Unlike many
of the economy. They prepare the nationabther bicameral legislatures throughout the
budget with inputs from the various agencies andiorld, both Diet Houses consist of elected
ministries. Each agency or ministry participatesnembers and represent all of the people.

in hearings conducted by MOF to justify their

budgets. MOF’s impact on the defense industry

is through its fiscal policies, such as tax incen-

tives, control of interest rates, and determination

of where public investment (through the budget
process) is most effectively spent. Their deci-
sions will determine where industry invests its
capital and resources. MITI also plays a sig-
nificant role by regulating the production, the
export and import of goods, and promoting— | [l '
industrial investment in facilities and equipment.[ Tl Tl il [
The significance of the impact of both MITl and | 1 i
MOF will be discussed in later sections. ! AL W — W

Security Council

The primary advisory group to the PM is the

Security Council, which was established in

1986. The PM chairs the council, which includesT'he Diet meets inrdinary sessiofrom January
the foreign and finance minister, the Directorto May every year. The Cabinet (actually the
General of the Defense Agency, the chief cabindimperor with the advice and approval of the
secretary, the chairman of the National Publi€abinet) may also convolextraordinary ses-
Safety Commission, and the Director Generasionsof the Diet as necessary. It is usual for one
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or two extraordinary sessions to be convoketHouse of Councillors (Sangi-in)
from summer to autumn every year. Besides the
ordinary and extraordinary session of the DietThe 252 members of the House of Councillors
a special sessiomust be convoked after a are elected for a term of six years, with one half
general election. In this session the PM will beof the members being up for election every three
chosen. The PM must be designated by Dietears. One hundred of the Councillors are elect-
resolution, establishing the principle of legisla-ed by proportional representation while the
tive supremacy over executive government agerpalance (152) are elected from individual pre-
cies (Article 67). The term of an extraordinaryfectures (two to eight members depending on
session or of a special session is determined l®yze). As with the House of Representatives,
a concurrent vote of both houses. If there is nwoters cast two ballots—one for a political party
agreement between both houses, then th@roportional representation) and one for an
decision is up to the House of Representativesndividual candidate. When the House of Repre-
sentatives is dissolved, the House of Councillors
In addition to passing laws, the Diet has a respors closed at the same time. Nevertheless, the PM
sibility for oversight of the government. Therecannot dissolve House of Councillors with its
are two mechanisms for accomplishing this rolefixed term. However, the Cabinet may, in times
First, Diet members will question governmentalof national emergency, convoke the House of
actions. To do this, they submit questions to th€ouncillors in emergency session (Article 54).
Cabinet in writing (or orally for urgent matters) When this happens, actions taken by the Coun-
through the Speaker of the House of Representailors are provisional. They become null and
tive or the President of the House of Counsellors/oid unless the House of Representatives agrees
These questions will then be forwarded to theo the Councillors actions within 10 days after
Cabinet for a response. Secondly, the Diet wilit goes into session.
examine the actions of government agencies,
usually througlstanding or special committees The House of Representatives has the greater
which conduct investigations, calling witnessegower of the two contemporary houses, in con-

and requiring the furnishing of records. trast to the pre-war system in which the two
houses had equal status. According to Article
House of Representatives (Shugi-in) 59, a bill that is approved by the House of Repre-

sentatives but turned down by the House of
The 512 members of the House of RepreserCouncillors returns to the House of Representa-
tatives are elected for a term of four years otives. If the latter passes the bill with a two-thirds
until the House is dissolved. “Under the revisedr higher majority on this second ballot, the bill
Election Law, the old multi-seat, medium-sizebecomes law. However, there are three important
constituency system changed to a combinatioaxceptions—budget approval, adoption of
of single-seat constituencies and proportiondreaties, and the selection of the PM. In all three
representation, with 300 members elected fromases, if the upper and lower houses have a
single-seat constituencies and 200 by proportiordisagreement, that is not resolved by a joint
al representatignin 11 blocs, with each bloc committee, then after 30 days “the decision of
returning seven to 33 members. Voters cast twthe House of Representatives shall be the
ballots: one for an individual candidate in thedecision of the Diet” (Articles 60, 61, and 67).
constituency election and the other for a politicallhe impotence of the upper house has been
party under the proportional representatiorshown on several occasions when in attempts to
system.” modify the budget it was overridden by the

Lower House.
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The Legislative Process Representatives. In most cases both houses will
meet with a joint committee to try to resolve
Every year, the PM, on behalf of the Cabinetdifferences. In the case of the budget, if the
submits the defense budget to the House dflouse of Councillors does not agree, or does
Representatives in January for the next fiscatot act timely, and a joint committee cannot
year—April 1. The Speaker will refer the de-reach agreement, the decision of the House of
fense budget to the Budget Committee. Th&epresentatives becomes the decision of the
Budget Committee will bring in the PM and Diet.
other Ministers of State and question them
regarding the budget. Often these proceeding?ole of Committees
will be used as opportunities to criticize the
administration. When a bill, budget or treaty is introduced in
the House of Representatives, the speaker refers
In addition to the budget bill, other pieces ofit to the committee under whose jurisdiction it
legislation are debated and become law. In thialls.® There are two types of committees—
general legislative process, the cabinet, indiStanding and Special. Each of the 20 standing
vidual members of both Houses, and standingommittees has 20-25 members. Those con-
or special committees may introduce bills in thecerned with defense issues are the Budget and
Diet. The government submits most bills. If thethe National Security Committees. To under-
bill is a member initiated bill, it must have thescore the political sensitivity to defense and
support of 20 or more members of the House decurity issues the House did not establish a
Representatives and 10 or more members of tleecurity committee until 1991. Special com-
House of Councillors. If the bill regards the mittees are created in both houses to examine
budget, the member must secure the support &fsues that are of major concern, particularly if
50 or more members of the House of Represerthey do not fall under the purview of an existing
tatives and 20 or more members of the House aftanding committee. An example in the House
Councillors. For a motion to change/amend thef Representative is the Special Committee on
budget by a member, he must obtain the suppo@uidelines for Japan-U.S. Defense Cooperation.
of at least 50 members of the House of Repre-
sentatives or 20 in the House of Councillors. Thén the House of Councillors, there are 17 stand-
annual defense budget submitted by the Cabinetg committees with each having 10-45 mem-
is rarely changed. When a bill examined by ders. Those concerned with defense issues are
committee comes up for consideration, the chaithe Budget, Foreign Affairs and Defense Com-
man of the committee will report on both themittees. Typical of the issues covered by the
deliberations of the committee and the commiteommittee includes international cooperation
tee’s recommendation. The actual bill will thenprojects, security and national defense issues.
be questioned and debated in a Diet sessiddther committees also play a role in the defense
before it comes up for final vote in the House. business such as the Committee on Economy
and Industry, which covers economic planning,
A billbecomes a law on passage by both Housepatents and strengthening small and medium
If a bill is passed by the House of Represenbusinesses. The Audit Committee also played a
tatives but the House of Councillors does notnajor role in the investigations of the procure-
agree or does not take timely action, it can stiliment scandal in 1998, which saw the Minister
become law if it is passed a second time by twosf Defense resign over the scandal. An example
thirds of the members present in the House aff a House of Counsellor’s special committee is
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the Special Committee on Financial Issues antthis body substantial independence from both
Revitalization of the Economy. cabinet and Diet control. While the Cabinet
appoints the Director, he is chosen by a vote of
The committee membership reflects the House’the audit commissioners and his selection must
makeup of parties. Itis in these committees thdie agreed to by the Diet.
the detail work of preparing legislation takes
place. Each standing committee has its owithe Role of the Civil Service
professional staff, which assists the members in
drafting and understanding the details of billsThe Defense Agency employs 25,000 civilian
It is also in these committees that the fate of aorkers in a variety of positions from admin-
bill is usually determined. The committee mayistrative to technical and engineering positions.
amend, shelve or reject a bill. While a commit-Civil Servants are selected to their posts as a
tee’s decision does not guarantee the final lookesult of passing the Level | Entrance Examin-
of a bill, the committee does reflect the politicalation for the National Public Service or the Class
makeup of the Diet and its decisions are usually; 1l or 1l Examinations for Defense Agency
the same as the Diets. Civilian Officials. These civilian officials pro-
vide the direction, administration and oversight
The Budget Committee, which has the largedr defense policy, accounting and procurement.
membership in each House, examines national
revenue and expenditures. To clarify issues anthe civil service is divided into two categories—
understanding of the government’s intentionsspecialand regular. The special category ap-
they will call the PM and all other ministers of pointments are non-competitive political ap-
state to testify at hearings. For important billspointees or members of the SDFs. Tégular
such as the budget and revenue bills, publicivil service members, who are recruited through
hearings are required. Sometimes these hearingesmpetitive examinations, make up the bulk of
can make headlines. A recent example was wheaivil servants. The civil service is further divided
Defense Agency Director General Hosei Norotanto two categories—junior and upper profes-
responded to questions from the House a$ional levels—the later becoming the key policy
Representative Budget Committee membermakers within the ministries and agencies.
which revealed that military officers of the
Defense Agency had moved documents showinghe path to becoming a member of the upper
complicity of agency personnel in the NECprofessional levels is difficult. After graduation

overcharging scandal. from college, preferably from a prestigious
university, such as the University of Tokyo, and
Board of Audit increasingly with graduate-level study, appli-

cants take a series of extremely difficult higher
The Board of Audit reviews government expen<ivil service examinations every year in the Jan-
ditures and submits an annual report to the Dietiary/February time frame. Only a small portions
This report details unlawful or inappropriateof applicants—about 6-7 percent—pass the test.
expenditures and unsuitable management pra®f those that pass the test only about 10 to 12
tices, to include review of acquisition decisionspercent are hired. The most popular agency for
and actions. Its reviews however, are mostly rethe applicants is the Ministry of Finance (MOF)
lated to monetary efficiency post-award reviewsecause of its powerful political position. The
rather than appropriateness of an acquisitioaxamination path is very much based on the
program. The 1947 Board of Audit Law givesConfucian tradition of the “scholar-official” who
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must survive a grueling education and testingareer. The need to work after retirement is a
process to become one of the leaders of theey element of the civil service retirement sys-
country. tem. Civil servants (including SDFs) retire at
55 years of age and do nmeteive a retirement
Traditionally, it has been worth traveling thecheck, but rather a lump sumymwut. Retire-
grinding path since, economically and sociallyment salaries are not paid until years later
Civil servants enjoy significant respect andthrough the social securigystem, which only
salaries comparable to what is paid in industrypays an amount equal to p&rcent of one’s
They also enjoy challenging and responsibldinal salary. Also, many former civil servants
positions. In the Japanese government there aneove into the political realm and become
very few political appointees. Appointees fre-politicians. Some have even moved to the top
guently have tenures less than one year. Thosition in government—PM.
makes it difficult for them to develop the exper-
tise to run the agency and to develop a power
base to make changes. The role of “running”
the agency then falls to the senior civil servants
within the ministry. Generally, in government
ministries, the senior civil servant is the admin-
istrative vice minister. The appointment criteria
includes managerial and technical qualifications,
but seniority also plays a significant role in the
selection. In the JDA, other senior civil service
positions often go to personnel from other
agencies. “Many senior officials are seconded
to the JDA from the Ministry of Foreign Affairs
(MoFA), Finance (MOF), and International It is perhaps appropriate to discuss decision
Trade and Industry (MITI) in key decision areasnaking in Japan at this point. Japanese tend to
such as policy planning and arms procuremtent.take a gradual approach to change. They em-
phasize the need for both organizational and
The institution of early retirement also con-public agreement or consensus, which in turn
tributes value to a civil servant job. The populasteers the character and speed of implementa-
phrase “descended from heaven” is often useibn. An example of this is the planning process
to describe the change in job for senior civilfor defense requirements and the budget. The
servants as they move from government jobs tdDA works with the MOF, MoFA and MITI
senior industry positions. In this practice, knownwork to achieve consensus on requirements and
in Japanese as “amakuri,” government bureauhe budget. “The method of achieving coordina-
crats retire in their 50’s and have “Goldention is characterized not so much by formality
Parachute” jobs lined up for them to move intcand institutions as by compromise and consensus
top positions in public corporations and industrybuilding in which nemawashi(“laying the
Recent procurement scandals have led to songgoundwork”) andringisei (consultation or
changes to the “amakuri” practice. A “cooling “piling-up system”) are essential concepts. The
off” period was introduced for high ranking former involves talking with the parties con-
personnel. A senior civil servant must now waitcerned so as to prepare them to “accept” a plan;
three to five years before going to work with athe latter means that plans drawn up by lower-
company that he did business with during hidevel officials circulate among officials at
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higher levels to wirtheir approval. These are rather than open debate and confrontation
traditional Japanese concepts emphasizinpgetween institutions>”
harmony, genuine agreement and solidarity
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Chapter 3

THE JAPANESE
SELF DEFENSE FORCE

In the late 1940s and early 1950s as the Colgarticulars of its mission was limited to actions
War heated up throughout thwerld, the United such as, disaster relief, to inclufies fighting,
States véw of the world changedrhe Berlin  earthquée assistance, search and rescue, and
crises in Germay and, nAsia, thefall of China, flood aid. It was restricted from performing any
followed quickly by the war on theorean pen- internal security workThroughout the post
insula jolted polty makers to rethink political World War Il era there has been a stronggal
relationships. U.S. foreign policy themolved  pacfist movement in Japaif his morement has
to see Japan as anyakupplier of military se  acted as a check on thevgonments actions in
vices and materials, abdlwark against the dan- changing the roles of the SDFs. It was not until
gers of acommunist thredihere was, bwever, 1992 that the National Dietas willing to con-
a legal problemArticle 9 of the constitution, sider and agreed tedislation to permit the SDF
some thought, created a roadblock for Japaneseparticipate in United Nations (UN) operations.
participation with allied €orts. It states, Even then participation was limited to non-
combat roles, such as medical relief, refugee aid,

“Aspiring sinceely to an international
peace based on justice andder, the
Japanese people ffever renounce war
as a soveeign right of the nation and
the threat or use of fice as means of
settling international disputes. 2) In
order to accomplish the aim of the
preceding parapph,land, sea, and air
forces as well as other war potential,
will never be maintainedThe right of
belligerency of the state will not be
reagnized

transportation, infrastructure repaelection
monitoring, and limited policing operations.

The Japanesegernment has set an “historical”
limit on the size of the SDEbudget—1 percent

of the Gross Domestic Product (GDP). Figure
2-25 shows the defensbudgetover the last
seven years. Maintaining theidget at 1 percent
of GDP in 1999 has still alved Japan to
maintain the secondrgest defenséudget in
the world? Thefiscal year 2000udget includes

a nrew emphasis on uncwentional warfare
capabilities, ballistic missile defense research

An aggresse military force was not possible, and procurement reforihe 2000budget did
but every nation has a right to defend itself.include 810 billion yen for procurement, which
With pressure from the United States, Japan, i3 down almost 3 percent from last ye¥®vith
1954 created the 3DIts mission was designed the budget tied to economic gwth, which in
to be defense in nature; that is, to preser the 1990s Japaras mostly in a no-gmwth
peace, public order and guarantee Japaneconony. Procurement reformfferts, among
independence and safet other things, awe focused on cutting weapon
system costs with a goal of a 10 percent cut.
The SDFwas formed after the passage of thé'hey have also set a goal of using more com-
“Self DefenseForces law of 1954” The mercial items to cut costs. lt&/estmenbudget,
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Classification 1994 1995 1996 1997 1998 1999 2000
Defense Budget $ 42.2b [ | 42.5b | | 43.7b | | 44.5b | | 44.4b | [ 44.4b || 44.3b
Defense Budget Y* 4.68t 4.72t 4.85t 4.94t 4.93t 4.93t || 4.92t

Investment % 21.3 18.4 18.9 18.9 19.1 19.5 19.0

% of GNP 0.96 0.96 0.98 0.96 0.95 0.99 na
R&D % 2.7 3.0 3.1 3.2 2.6 2.6 na
*$1 = 111Y

Figure 2-2. Japan’s Defense Budget

which has averaged around 20 percent for thBirect reporting units are: the Joint Staff Coun-
last seven years, is one of the lowest of theil, the Self Defense Forces (Ground, Maritime,

countries in this study. and Air), the Defense Facilities Administration
Agency, the National Institute for Defense
The Japanese Defense Agency Studies (NIDS), National Defense Academy and

the two primary field level acquisition organi-
The Defense Agency is part of the Office of thezations, the Central Procurement Office (CPO)
PM. It is lead by a Director General, who hasand the Technical Research and Development
the rank of a Minister of State, although thelnstitute (TRDI). The figure indicates two plan-
agency is not a cabinet level department. Ased changes as a result of acquisition reform.
shown inFigure 2-3he is assisted by two vice Current plans are for the Bureau of Finance and
ministers—one parliamentary and one adminthe Bureau of Equipment to merge and the
istrative. The Administrative Vice-Minister is the creation of an independent audit body to provide
senior civil servant in the Defense Agency. Theversight of the acquisition process.
Internal Bureaus are similar to the OSD staff in
the United States and provides support to th€he highest figure in the operational command
Director General and his senior personnel. Thetructure is the PM, who is responsible directly
Internal Bureaus includes his administrative supto the Diet. In a national emergency, the PM is
port secretariat and the Bureaus for Policy, Operuthorized to order the various components of
ations, Personnel and Education, Finance arttie SDF into action, subject to the consent of
Equipment. The Equipment Bureau is the prithe Diet. In times of extreme emergency, after-
mary staff organization responsible for oversighthe-fact approval may be obtained.
and management of the acquisition system.
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Prime Minister

Internal Bureaus

— - Director General of the De fense Agency
Minister 's Secretariat (Minister of State for Defense)
Bureau of De fense Policy Parliamenta ry Administrative
Vice Minister Vice Minister
Bureau of Operations Third Party
Bureau of Personnel AU gy
and Education i
- Defense Facilities
Councilo rs - .
Bureau of Finance Administration A gency
Bureau of Equipment :—I
Joint Staff Council Ground Self Maritime Self Air Self
Defense Fo rce Defense Fo rce Defense Force Defense Force
Technical National National .
Central - National
Research and Institute Defense
Procurement . Defense
Office Development for Defense Medical Acade my
Institute Studies College

Figure 2-3. Japan DefersAgency (IDA) and Self Defensé-orces (SDF)

The internabureaus—especially the Bureau of SDFs consist of combat units, which perform
Defense Potlly, Bureau of Finance, and the operational actities, and support units, which
Bureau of Equipment—are often headed byrovide the material support, maintenance and
officials from other ministries such as MITI test and acquisition suppofthe SDF is a/ol-

and MOF. Thesebureaus are the main centersuntary force and currently has authorizations for
of power and they are instruments o¥itan about 267,000 aste members with approxi-

control in the DefersAgengy. mately 48,000 resees The GSDF has 180,000
personnel authorized, although current plans call
Self DefenseForces for a reduction of 20,000. BASDF has about

47,000 authorized personnel, while the MSDF
The SDF consists of three armeadanizations, has approximately 45,000.
the Ground Self Defendeorce (GSDF), the
Maritime Self Defens&orce (MSDF) and the The Chairman of the JSC is the senior military
Air Self DefenseForce (ASDF), with the JSC person This body includes the Chiefs of 8ta
performing an administriate role of coordina- of the Ground, Maritime, ahAir Self Defense
tion for the Director General. (Appendix B Forces The JCS sees as a military advisor to
shows the structure of the inddual SDFs.) the Director General and plans amdcutes joint
Each Service Chief of Sfasupports the Minister service operationgll three services are directly
as a professional military advis@he three responsible to the Director General and are co-
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equal with the JCS. While this structure iscivilian control (Article 66). All SDF personnel
designed to prevent the concentration of powedre civilians including those in uniform. While
into any one organization it makes interserviceéhey are categorized as special civil servants,
coordination an issue. they are subordinate to the ordinary civil ser-

vants, who run the Defense Agency. As such,
The SDF has a unique military system. Theoffenses committed by military personnel (spe-
governing law for the SDF is the Self Defensecial civil servants) are not covered by “military
Forces Law of 1954, which organized thelaw,” but rather are adjudicated through the civil
defense establishment under the principle ofourts using civil procedures.
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Chapter 4

JDA ACQUISITION
ORGANIZATIONS

Internal Bureaus of military systems and equipment. Headquar-
ters TRDI is located in the new JDA compound
The Equipment Bureau is the primary staffin Ichigaya, Tokyo, and employs approximately
organization responsible for oversight and mani,200 military and civilian personnel engaged
agement of the acquisition system. The Directoin research and development (R&D) activities.
General of the Bureau of Equipment, currentlyOf the 1,200 personnel, approximately 800 of
Mr. Kozo Oikawa, is the National Armamentthese are engineers, of which 250 of these are
Director (NAD) for Japan. The three bureaudrom the SDF. The SDF engineers generally
most involved with acquisition are the Bureauwork in development projects. Its 1999 budget
of Defense Policy, the Bureau of Finance andvas 1,200 million yen (U.S. $991 million).
the Bureau of Equipment. The Bureau of DeTRDI’s primary expenditures are for contracts
fense Policy has responsibility for draftingwith industry for studies, manufacturing of pro-
defense policy and programs, gathering infortotypes and research (70 percent). Approxi-
mation and data analysis, plus determining daymately 18 percent of their budget is for in-house
to-day operational activities of the SDF. Theresearch, test and evaluation.
Bureau of Finance, usually headed by a person
on loan from the MOF, is instrumental in de-TRDI was originally established in 1952 as the
veloping the Defense Agency budget and immechnical Research and Development Center as
establishing spending priorities for the Defensgart of the National Safety Agency. Renamed
Agency and the SDF. The Bureau of Equipmenthe Technical Research and Development Center
organized into sub-units for each of the SDFswith the creation of the JDA in 1954, and finally
focuses on equipment procurement. Before theeceived its current name in 1958.
Defense Agency recommends any major pur-
chase to the Diet, it has to be reviewed by eachRDI also has responsibility for tracking tech-
of these bureaus. They play a very influentiahology and identifying civilian technology for
role through their review of plans and budgetsapplication in the SDFs. (Sd&gure 2-4for
plus their review and concurrence on the Defenserganizational structure.) The institute consists
Technology Intelligence Analysis and Techni-of three administrative departments, four pro-
cal Research and Engineering Developmergram departments, five research centers and five

Requests. test centers. The four departments in charge of
development programs—ground, naval, air, and

Technical Research and Development guided weapons systems—are headed by Lieu-

Institute tenant General, Vice Admiral or civilian of equi-

valent rank. These Departments are home to
The Technical Research and Development Instthe program manager for each developmental
tute (TRDI) is the sole organization responsiblesystem. Each department has responsibility for
for research, development, test and evaluatioplanning, designing and developing prototypes.

2-17



A Comparison of the Defense Acquisition Systems of Australia, Japan, South Korea, Singapore and the United States

MINISTER OF STATE
FOR DEFENSE
1
TRDI Director General
Technical Advi Deputy Director
echnical Advisors General
Department of - — -
—{  Ground Systems Technical Plans and Programs Administration
Development Department Department Department
Department of 1st Technical Plans Administrative
- Naval Systems Division Division Division
Development
2nd Technical Programs Finance
Department of Division Division Division
— Air Systems
Development
Department of 1st Research Sapporo Test
| Guided Weapon Center Center
Systems Development
lioka | | 2nd Research Tsuchiura Test
Branch Center Center
3rd Research Shimokita Test
Center Center
lioka | | 4th Research Niijima Test
Branch Center Center
5th Research Gifu Test
Center Center

Figure 2-4. Technical Research and Development Institute (TRDI)

There are five test centers and five researc@hitose area a jet propulsion facility for aircraft
centers located mostly in the Tokyo area. Thegnd missiles engines is under construction.
perform basic and applied research, and test and
evaluation of prototype products to ensure thaBhimokita Test Centerlocated in Higashi-gori
equipment will meet the needs of the SDFs. Th¥illage, Shimokit County Aomori Prefecture
Test Centers and Research Centers and thgaerforms artillery and ammunition testing.
responsibilities are:
Tsuchiura Test Center, located in Ami Town,
Defense Test Centers Inashiki County, Ibaragi Prefecture, conducts
environmental test and combustion tests on
Sapporo Test Centerlocated in Sapporo City rocket engines and performance tests on artillery
on the northern island of Hokkaido for prototypeand ammunition.
products in cold or muddy areas. In the Higashi
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Nijima Test Center located at Nijima Village such as tracked vehicles and simulator for

in Tokyo tests rockets and missiles by live firing tracked vehicles. Research on the Joint Japanese-
U.S. Fighting Vehicle Propulsion using Ceramic

Gifu Test Center,located at Kakimigahara City, Materials Project was conducted here.

Gifu Prefecture, collects data on flight con-

ditions of aircraft and test performance characsth Research Centeiis located near Tokyo at

teristics of aircraft and missiles, e.g., the newNagase, Yokosuka-shi, Kanagawa-kamg has

medium-range air-to-air missiles and smalkesponsibility foresearch, test and evaluations

observation helicopters. on underwater acoustic systems, underwater
weapons, magnetic equipments and mine sweep-
Defense Research Centers ing equipment. The Kawasaki Branch performs

research and testing on degaussing for various
The research centers perform the technical stughips and on magnetic detection of submarines.
ies and research for basic and applied research.
Central Procurement Office (CPO)
1st Research Center iocated in Nakameguro,
Meguro-ku, Tokyo, and has responsibility forThe Central Procurement Office (CPO) located
research on firearms, ammunition, armor maten Ichigaya, Tokyo, purchases on a centralized
rials, anti-ballistic structures, human factorsbasis various equipment and materials required
engineering, protection from chemical agentsfor the military such as firearms, ammunition,
as well as naval vessels. fuels, guided weapons ship aircraft and vehicles.
It is the largest state procurement institution in
2nd Research Centeris located in lkejiri, Japan and executes a budget equal to approxi-
Setagaya-ku, Tokyo, and has responsibility fomately 30 percent of Japans total defense budget.
research on military electronics technologie®ne of the characteristics of the office is that
related to radar systems, information processingyork authority is dispersed in order to ensure
communications, and electro-optics, and test anidir implementation of its activities with its divi-
evaluation of newly developed military elec-sion horizontally organized so they can check
tronics systems and equipment. They have an each other. (See Chapter 8 on Procurement
branch located in lioka with responsibility for for more information on CPO.) Each service is
researching and testing fundamental chara@uthorized to procure the defense material and
teristics of atmospheric transmission, reflectionservices for smaller contracts not to exceed 1.5
and radiation of radio and optical waves. million-yen (U.S. $12,500) and for emergency;
or special procurements authorized by the
3rd Research Centeris located in Sakae-cho, Director General.
Tachikawa-shi, Tokyo, and is responsible for
research on aircraft, aircraft engines, missiledDefense Facilities Administration Agency
and rocket engines. Research on the JoifDFAA)
Japanese-U.S. Ducted Rocket Engine Project
was conducted here. The DFAA is a national government executive
agency that performs administrative work related
4th Research Centeiis located near Tokyo at to defense facilities including acquisition,
Fuchinbe, Sagamihara-shi, Kanagawa-ken, angfoperty management and construction. It is also
has responsibility for research on vehicles anthe labor management organization for Japanese
vehicular subsystems, engineers equipmengmployees that support the U.S. Forces in Japan.
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Self Defense Forces Command, and the Air Material Command

support the initial operation, test and evaluation
The SDFs are involved throughout the acquief systems. In the GSDF the Headquarters,
sition process (see Figure 2-8). They are involve@round Staff Office (GSO), Plans and Opera-
in determining requirements, testing andions Department and the Logistics Department
evaluating the equipment, and management @re responsible for requirement generation, pro-
the production program. In the ASDF, the Airgramming, and management of production pro-
Staff Office (ASO), Technical Department andgrams. The Test and Evaluation Command, avia-
Plans and Operations Department have respotien and other schools, and supply depots are
sibility for requirements generation and pro-involved in testing and supporting new equip-
gramming for new equipment. The Logisticsment. The MSDF Headquarters, Maritime Staff
Department is responsible for production pro-Office (MSO), Technical Department and Plans
gram management. The Air Development anénd Operations Department are involved in
Test Command provides support for equipmentequirements generation and programming.
and system testing and is responsible for R&Ohe Fleet Training and Development Command
is areas such as flight medicine. The Flighhas responsibility for testing of new vessels,
Support Command, the Air Materiel Commandwhile the Air Development Squadron 51 tests
the Air Combat Command, the Air Supportnew aircratft.
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Chapter 5

PLANNING, PROGRAMMING,
AND BUDGETING

There are three documents that provide thand the Cabinet approved a revised NDPO. The
policy and implementation for national securitynew Outline retains the umbrella of the U.S. and
in Japan. They are the National Defense Basitapanese security agreements and lays out the
Policy , the National Defense Program Outlingorce structure to include units and major equip-
(NDPO) and the MTDP (see Figure 2-5he ment, and the need for a moderate defense capa-
overarching guidance for the security of Japability to respond to incursions into Japan. The
is the National Defense Basic Policy, a one pag’DPO defines the need for a “basic and standard
document published in 1957. This top-leveldefense capability.” This capability is not built
policy document provides the principles andupon military threats, but rather the need for a
objectives for the Self Defense Forces to prevemhoderate defense capability that does not create
direct and indirect aggression and the need tostability in the region. Within this “basic and
develop an effective defense capability to be ablstandard defense capability” are forces and
to repel invasions and preserve the independeneguipment necessary to respond to peacetime
of Japan. Further, the Basic Defense Policyjeeds, such as disasters, and wartime events,
includes support for UN activities, promotion such as small-scale invasions. The new Outline
of international cooperation, the public welfarenow provides a more active role for the SDFs in
and efforts to “enhance the people’s love fomilitary peacekeeping missions.
the country, thereby establishing the sound basis
essential to Japan’s security.” The basic policyn the R&D area the Outline calls for continued
operates under the umbrella of the Japan-iavestment to ensure a state of the art technolo-
U.S. security arrangements. This 1957 policygical defense capability. And, finally, the 1995
statement has remained the bedrock of Japaned®PO referred to the defense industry for the
defense policy for 43 years. first time by asserting that “considerations will
be taken for maintaining defense production and
To implement the Basic Policy, Japan institutedts technology base.” While this has been the
a series of “Defense Buildup Plans,” but decidegbractice, it did note the need to maintain a strong
in 1976 because of non-proliferation issues andlefense production and technology base by
the annual cap on the defense budget of 1 pgrromoting domestic production to fulfill the
cent, to define the capabilities they need in aeeds of SDFs.
document called the NDPO. The Outline served
as the basis for charting the Defense Agenciddow does the JDA carry out those goals? The
course for the next 19 years, through the Coldext step in the process is the Mid-Term Defense
War and its demise. Program (MTDP). The MTDP is decided upon
every five years and covers a five-year period.
In November 1995, recognizing the changingrhe MTDP lays out the military capability to
international environment, the Security Councilacquire and provides the implementation and
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The Constitution Japan-U.S. Security Treaty United Nations Charter

Basic Policy for National Defense

Basic Policies

Exclusively defense oriented policy

Not becoming a military power
Adherence to three non-nuclear principles
Securing civilian control

oo w>

National Defense Program Outline (NDPO)

Mid-Term Defense Program (1996-2000) (MTDP)

Figure 2-5. Framework of Defense Policy

pace of development for the JDA. If a capabilityother ministries and agencies determines the
is not included in the MTDP, it normally must share of the pie the JDA will receive. The Budget
wait until the next five-year plan. It also has theBureau in the MOF is at the heart of the decision
schedules and funds necessary to implemeptocess for determining what will be bought by
NDPO. As shown in Figure 2-6ge MTDPfor  the JDA. They prepare the budgetary guidelines
FY 1996 to FY 2000 listed eight major programdor the JDA and the national budget. The JDA
for the Ground SDF, three for the Maritime SDFthen draws up its budgetary request based upon
and four for the Air SDR.However in 1997 due MOF guidelines at the end of August. It submits
to the critical financial situation, the Securityits budget request to the MOF in the September-
Council and the Cabinet revised the Plan with &lovember time frame. It is during this time frame
more modest plan—the MTDP (FY 1996-2000)that the examiners from the Budget Bureau then
Revision. The next MTDP is scheduled for re<conduct detail budgetary hearings.
lease in August 2000 and will cover the SDF’s
needs for the years 2001-2005. Early indicationd draft government budget is prepared by the
show the plan will include requirements for fourMOF and submitted to the Diet in January. The
large air-capable surface combatant ships tDiet holds hearings at the committee level and
replace its aging anti-submarine destroyers, #hen passes the budget in an ordinary session in
light anti-tank missile, increased spending fotime for the new fiscal year—April 1 (see Figure
R&D, and an increase for theater missile defens2-7 for budget process). Occasionally, political
to respond to regional concerns of ballistidssues will prevent a budget from being passed
missile launches. on time. When this happens, an interim budget
is compiled to finance the most necessary items.
What needs to be bought and when it needs to
be bought are included in the Mid-Term planslt is worthwhile to note the role of a nongovern-
But, what will actually be bought? The annualmental body, the Liberal Democratic Party
budget process in which the JDA competes witLDP), Policy Research Council, plays in the
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FY96 FY97 FY98 | FY99 2000 Equipment Quantity
Tank 18 18 17 90
Atrtillery 13 10 6 40
Multiple Launch
Rocket System ° ° ° 45
()
s 5 | | Armoredvehicle | 23 36 30 157
0L
g @ Surface-to-ship 4 4 8 157 launchers
8 % Missile
a
AH-1S 1 1 1 3
CH-47JA 2 2 1 9
Improved Hawk
Missile 0.5 0.5 0.25 1.75 groups
Destroyers 1 2 2 7
o 2 :
£ & o | | Submarines 1 1 1 5
E0 g
E2 & | |sH-600 6 7 7 37
[
n
F-15DJ 4 4
® F-2 11 8 9 45
589
wg S| |cH4m 6
<at
T-4 9 13 9 54

Figure 2-6. Mid-Term Defense Program (MTDP)

July End of August From September to November
Cabinet Sets JDA Submits MOF B_udget
;i Hearings
Budget Policy & ———p» Budget —P
o & Budget
MOF Guideline Request
Completed
April March? January
New Diet Budget
Fiscal — Passes d——|  Submitted €
Year Budget to Diet

2 Diet passes budget late March at the earliest. Often the diet will
miss its schedule and not pass the budget until April-May.

Figure 2-7. Budget Cycle
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budget process. The LDP has been the prima@hairman does not recommend changes, al-
political party in Japan for most of the last 50though when major political issues are involved,
years. The Policy Research Council has takensaich as for Theater Missile Defense, he may
role in reviewing the annual defense budget fomake recommendations to the government on
policy implications. Normally, the Council’s possible changes.
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Chapter 6

THE DEFENSE
ACQUISITION SYSTEM

The Acquisition Management System consistérom abroad, mostly from the United States.
of the organizations, discussed above and polfEquipment acquisition programs will be effec-
cies and procedures governing the operations tifely implemented with overall consideration
the system. JDA Directive 50-48, Technologicalbf such factors as speedy emergency resupply,
Research and Development for Defense Sy®asier education and training requirement and
tems, provides the policies and procedures farost effectiveness, including future obligatory
development of weapon systems and equipmergxpenditures accompanying the introduction of
This is implemented by TRDI Instruction 1, equipment, and with special attention on devel-
Technological Research and Development fooping a procurement and supply mechanism
Defense Systenis. which helps reduce procurement costs. Attention
will also be given to maintaining defense pro-
The Basic Policy for Development and Pro-duction and technology foundations through ap-
duction of Defense Equipment, which was firstpropriate promotion of domestic productiots.”
issued in 1970, provides guiding principles forThe latest NDPO puts additional efforts “...to
acquiring weapon systems. These five basienhance technical research and development that
principles are: contributes to maintaining and improving the
qualitative level of Japan’s defense capability
A. The national defense capacity is the nation’so keep up with technological advancés.”
industrial and technological capacity.
Requirements Process
B. Arms procurement from domestic produc-
tion should be promoted. Organizationally, the necessity for a new weapon
system or military equipment comes from each
C. Maximum use should be made of the develSDF or the Joint Chief of Staff. The normal pro-
opmental and technological capacity ofcess is for each SDF to propose a hew weapon
civilian industry. system or new equipment, or changes to an exist-
ing system, which is contained in a document,
D. Along-term perspective provides a basis focalled the Operational Requirement Document
good arms procurement planning. (ORD). Using the GSDF as an example, the
initial work of requirements development begins
E. The principle of competition should beat the staff colleges and research departments
actively introduced! of the 13 branch schools, such as the engineering
or signal schools, who have conducted opera-
Its historical policy on acquisition has been tational and materiel studies for the Ground Staff
favor domestic production, or licensed producOffice (GSO). Equipment is modernized based
tion of equipment and importation of technologyupon trends of future security environment or
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technology changes to provide a capability thawill provide a single central organization to
is adequate for self-defense. THieadquarters, develop and perform the preliminary studies to
Plans and Operations Department will prepardevelop GSDF requirements. While this dis-
the ORD, which establishes the military requirecussion describes the GSDF process, a similar
ment (see Figure 218, during the Research practice is conducted within the other two SDFs
Phase. (see Appendix B).

In the Concept Phase, a long-term plan (1Research and Development Process

years) and a “system of materiel and equipment,”

or architecture of mission areas with appropriatdhe R&D process follows a rational sequence
analysis, will be sent to the GSO Logistics De-of events with four phases to take a weapon
partment for incorporation into an Estimate ofsystem from the early conceptual stage to the
Technical Research and Development Requireend of its useful life. The four phases, as shown
ments. This will be provided to TRDI and thein Figure 2-8, are: Phase 1-Concept, Phase II-
Acquisition Review Council. TRDI's then as- Research Research, Phase Ill-Development,
sesses the availability of technology, cost exped®hase IV-Operatiott. The process in Japan
tations and technical risks. This feeds into théends to be sequential with little overlapping
GSDF’s ORD. In the future a combined organi-between phases. Japanese schedules also tend
zation, initially to be called, the Research Headto be rigid and rarely change as is typical in the
guarters, located in Camp Asaka, near TokydJnited States.

Phase of R&D Concept Research Development Operation
”;BERTE’XGL | Council | | Council ” Council |
: A A A
| wv | w : :
Estimate of Technical Technical
TRDI Technical Research Research Research
& Development Implementation Implementation
Implementation Plan Document Plan Document
A A v A
Research Engineering : :
Test (*) Test (*) : v
: Production &
Deployment
Estimate of Technical Technical :
Logistics Technical Research Research Development V
G | Department & Development Requirement Requirement onal
P Requirement Document Document Opgipgr;a
O A A A
, L S S
G
S System Operational )| Expected
F Plans & of | Requirement |———Jp| Performance
Operations Materiel Document Document | ... Approval/Review
Department
4 Send/Report
Lz 121 Reflection
Plan

Figure 2-8. Research and Development Process Phases
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Concept Phase Research Phase

In the Concept phase, the SDFs have identifie@nce the concept phase tasks are completed, the
future operational requirements, some of whichiesults are fed back to the defense forces. In the
will require technological advances. Again,case of the GSDF, the Plans and Operations De-
using the GSDF, they will develop a long-termpartment will prepare an ORD. If newly emer-
plan (10 years) and a system of materiel anding technology or high technical risks areas
equipment (an architect of equipment by mishave been identified, the GSO staff offices (Lo-
sions). This will feed into an Estimate of Techni-gistics Department) will prepare a “Technical Re-
cal Research and Development Requirement bgearch Requirement Document.” This document
the GSDF Logistics Department. Based ondentifies risk reduction projects necessary to be
service needs, the GSO estimate will be providedompleted prior to entering the Development
to the Equipment Review Coaih (see later Phase.
explanation of Council) for guidance.

The document is sent to the Equipment Review
TRDI will develop an “Estimate of Technical Council and to TRDI for information, pending
Research and Development Implementation,approval by the Council. Once funds have been
which defines the projects, which key tech-authorized, TRDI's approach to researching and
nologies and components to be researched atebting technology, contained in the “Technical
the cost and schedule. The TRDI plan preparedesearch Implementation Plan Document,” is
yearly in January will provide an estimate forsent through the Internal Bureau to the Council
projects over the next five years. It is during thidor approval. After council approval, TRDI will
phase that TRDI will perform technology andperform subsystem research and testing of engi-
feasibility studies, estimates of the technologyeering model prototypes on key technologies.
availability, and basic research into solvingThe results will be provided to the appropriate
technical challenges. The basic question beingervice headquarters.
asked is—Is there technology available to solve
this military problem? In the case of the GSO, the Plans and Operations

Department will evaluate the test results and then
The SDF will participate with TRDI as they prepare the “Expected Performance Document”
jointly work these issues. TRDI will be in contactand forward to the Logistics Department. The
with industry to gather estimates of cost and.ogistics Department, in turn, will prepare a
ability to produce. If possible, TRDI will try to “Technical Development Requirements Docu-
bring competitive forces into play by asking atment” for Council approval, and to start the
least two companies to submit concept proposalBevelopment Phase. TRDI will be tasked to
and to participate in the early stages of researctevelop the equipment. In cases where the tech-
One difference in Japan and the United Statamlogy is well in hand this phase may be omitted.
in this area is the relationship with the national
universities and laboratories. In the U.S., muciThe JDA is also considering making use of more
research is performed at these national instititechnology demonstrations to reduce cycle time
tions, while in Japan the pacifist attitudes ofand cost. The advantage of technology demos
these institutions have prevented the SDF frons early verification of the applicability of ad-
establishing relationships. Thus, they must relyanced technology to a military use and, if
upon the major contractors for research duringuccessful, the need for a shorter Development
this phase. Phase prior to entering the Production.
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Development Phase equipment. After these are successful, the results
will be sent to the Internal Bureau and, in turn,
It is during this phase that the contractor designhe council will approve awarding the contracts
the system, builds actual prototypes, and thefor production of the equipment and subsequent
tests the item to ensure it performs to the contradeployment of the equipment. Management
specification. TRDI will manage the Develop-responsibility for production now moves to the
ment effort through one of it System Develop-respective SDF headquarters. As the equipment
ment Departments. That Department will haves delivered the SDF will introduce the equip-
prepared a “Technical Development Implemenment into the operational forces. Along with the
tation Plan Document” on its plans to conducequipment will come the logistical support
development for Council approval. It is alsonecessary to operate the equipment such as test
during this phase that the SDF will performequipment, technical, spare parts, and other
operational test and evaluation on the equipmemtgquipment as necessary.
to ensure it performs, as it should in combat
environment. If the equipment is successful itisn summary, the development of a weapon
ready for the next phase—the Production Phassystem is a methodical, event-driven process,
The results of the engineering tests will bewhich can well take over 10-15 years.
provided to the Internal Bureau, and in turn to
the Council for approval. The next step is forAcquisition Reform
the Council to order the respective SDF to
perform operational testing. The increasing costs of weapon systems and the
tight budget situation in Japan, as a result of the
Once money has been budgeted and a prograssonomic crises, created a need for acquisition
is committed to, the project moves ahead fronneform efforts. According to th#éapan Defense
one phase to the next since “...the acquisitiolResearch Center Annual Repo8eptember
environment in Japan (is one) in which nol999 “...the unit costs of Japanese vehicles are
failures are ever allowed for even research anithree to ten times as expensive as those of the
development program$?"Thus, concurrency U.S. vehicles...similar price gaps exist between
becomes a real possibility in the JDA acquisitiondapan and England, France, Germany and other
process. Once the government has committefuropean nations?” The Acquisition Reform
to the MTDP, the plan is carried out based oilCommittee, under the leadership of the Director
schedule imperatives, even if testing issues an@eneral of the Bureau of Equipment, issued a
problems occur. The F-2 is an example. Proreform plan in 1998, which included a wide
duction began in 1996 with delivery of the firstrange of recommendations for revising the ac-
unit in the summer of 2000. TRDI was still per-quisition system, focusing primarily on reducing
forming engineering and initial operational test-the acquisition and operations costs of equip-
ing with the equipment through 2000. Lessonsnent. Specific changes were targeted, such as
learned, design fixes and modifications will havdife-cycle costs reduction, commercial specifica-
to be budgeted and incorporated into the weapdions use, and creation of a computerized net-

system at a later date. work to share data. The use of the International
Organization for Standardization (ISO)-9000
Operation Phase standards for improved quality was also stressed.

The Operation Phase is led off by the operation&eform was given further impetus with a series
tests conducted by the SDF on the developmenf procurement scandals starting in 1997.
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Scandals included collusion between soon-toand making the method of selecting contractors
retire government personnel in awarding sweetmnore opaque. Specific emphasis will be placed
heart contracts; collusion on pricing of contract®n the use of commercial products and speci-
by industry, withholding or destruction of docu-fications to take advantage of the commercial
ments, and inappropriate cost charging on commarket competition. Sole source selection of
tracts by companies. These scandals resulted @ntractors will receive significantly more over-
the arrest of the Director and Deputy Directorsight, at every step of the process by the Con-
of the Central Procurement Office, the Parliatractor Selection Committee. When a sole source
mentary Vice-Minister and the Chairman andcontract is awarded there will be improvements
former Managing Director of Fuji Heavy in costing contracts by obtaining additional cost
Industries. data from contractors and finally improved over-
sight of contractors during performance. Also
Responding to the loss of public support, theositive cost incentives will be provided for con-
Director General of the JDA issued in April 1999tractors who can reduce the cost of weapon
a report—“Concrete Measures for Procuremergystems.
Reform”—diagramming changes to the system.
These papers address issues in both the acq@rganizational changes are also planned.
sition process and the organization of the CPQMoving the cost evaluation departments from
The general thrust of the reform efforts is tathe CPO to the Internal Bureau will facilitate
make the system more transparent and to addras® independence of this function. A new, Cen-
re-employment of SDF personnel. The waytral Contract Office (CCO), will be established
transparency will be achieved is to take advandnder the control and supervision of the Minister
tage of market forces, by increasing competitiomf State for Defense. A third party audit

(Present) (After Reform)

| Minister of State for Defense | | Minister of State for Defense |

-I Internal Bureau | -I Third Party Auditing |

Central Procurement Office Internal Bureau

Director of
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Department

Contract
Department

|| Regional
Organizations

u Administration
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Figure 2-9. Mid-Term Defense Program (MTDP)
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organization will be established to provide anThey have proposed three specific changes to
independent review of CCO. Figure 2-9 showsestore public trust. Develop standards for the
the revisions to the Procurement Institutions. type of work covered—versus the case-by-case

approach currently used. Provide reports to the
Additional training is planned emphasizingDiet on approvals or exceptions by the Minister
professional development of acquisition per-of State. And implement an across-the-board
sonnel, with an emphasis on ethical guidanceestriction on taking a job with a company an
Finally, the policy statement—"“Concrete Mea-individual has worked with over the previous
sures forProcurement Reform”—recommendedfive years. As mentioned earlier in this part the
increasedestrictions on re-employment of SDF practice of “amakura” has been ingrained within
personnel by industry. While previous policy andhe system. These changes go against many of
law did provide restriction on the re-employmenthe traditions and practices that have a deep hold
of SDF personnel, the government sees the need the participants in the system. The road for
for additional restrictions to protect the publicchange will be difficult before changes can really
interest. be implemented.
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Chapter 7

MANAGEMENT OF
DEFENSE PROGRAMS

Major Weapm Systens Approval involved in managing the production program.
At TRDI, management of a program will be
Major weapon system procurements, as well asxecuted in one of the four Systems\Blop-
politically sensitve procurements, are apped ment Departments. Most of the Program Man-
at senior éwels of government. If it is a major agers at TRDI come from the SDFs. In the
R&D project, such as an aircraft or ship, therGround ad Air SDF Systems Department 90
appoval is obtained from the MB)the Security percent of the Program Managers are mifitar
Council, the Cabinet and then the Diet. Deciin the Maritime and Missile Systems Depart-
sions on major acquisitions aewilewed as part ments the percentage of military Program Man-
of the annual defendeidget processvhich will  agers are 50 and 30 percent regpelyt The
be submitted to the Security Council for approfrogram Manager has responsibility for moni-
val. The Minister of State for Defense (Directortoring the health of the program to include pro-
General of the Deferg\gency) approes bwer  ject cost, schedule and technical performance.
cost weapon system acquisitions and delegatéseneraly, the Program Manager positions are
appoval authority to the SDFs for somanMer  graded out at the 04/05 militamvel or gvilian

cost procurements. eguvalent. His support stais provided on a
matrix basis from other functional departments

Equipment Review Council (ERC) such as engineering or logistics on an as-needed
basis.

The senior forum for appving acquisition plans
and stradgies is the EquipmenteRiew Council  In cases of a major program, a separdtiee®
chaired by teAdministratveVice-Ministe. The  may be formed. In the case of the XFighter
ERC membership includes the directors of th@rogram, a majorelelopment program for the
Finance, Equipment, and RoliBureaus, the ASDF managedyoTRDI, the XF-2 ewelop-
Councillar for Technoloy, TRDI, CPQ, the ment Gficewas established underetAir Sys-
Joint Stéf and the Chiefs of Sthof the SDFs. tems Development Departmenthis program
There is also working level council of person- is led by a senior colonel (Japaneseiegajant
nel from the Inner Bureau, which generally willto a one star) Program Manageith a small
work smaller projects, under 10 bili¥en (U.S. team offive to £ven personnel supporting him.
$100 million).

Once the ERC makes a decision for a program
Program Management to go into production, Program Management

responsibility mges from tle TRDI to the SDFs.
Depending upon the nature of the project, thén the case of the XF-2 itones to a Air Staff
acquisition Program Manager will come from either theoffice—the Logistics Planning Department.
TRDI for R&D or the Headquarters of the SDFGeneraly, the Program Manager assigned to
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manage the program will be again be at the majoelvery two years to different positions. For ex-
lieutenant colonel (04/05) level, supported by ample an individual will work for the Bureau of

small staff of six personnel. Equipment, then may work at the TRDI and then
at one of the SDFs. This provides a broad based
Acquisition Education education experience, but often does not provide

an in-depth knowledge of specific areas.
Training in acquisition is primarily conducted
on-the-job (OJT) with a superior teaching aAs a result of the recent procurement scandals,
subordinate the techniques and methods to dmncerns about the adequacy of training, have
the work. Military members who will take acqui- resulted in plans to restructure the training and
sition jobs will receive a three months trainingeducation of acquisition personnel. While OJT
course in logistics management during theiwill still be the prime means of training, in-
career. Members who attend the military Staftreased ethics training, using case studies metho-
College will also receive lectures on acquisitiondology will be provided to acquisition personnel.
The National Institute of Defense Studies, equiAdditionally, other education efforts will be pur-
valent of the National Defense University in thesued, such as internships with private industry,
United States does offer acquisition and proproficiency trainingand encouragement to apply
curement subjects for senior level O-5/6 andor Certification as a Professional Accountant
civilian equivalent students. Those in the civil(CPA).
service follow a rotation process of moving
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Chapter 8
PROCUREMENT PROCESS

The Central Procurement Office (CPO) (seauthorized to make local procurements. The
Figure 2-10) is the central contracting organi-CPO’s major activities include cost evaluation,

zation for the Japanese Defense Agency. Cuawarding contracts, and administration of con-

rently, CPO employs 1,021 military and civiliantracts. They also prepare and evaluate speci-
personnel® In 1998 they spent 1.24 trillion Yen fications, perform inspection, disburse funds,

(U.S. $11.3 billion) and managed 9,616 confeview status of businesses, and reconcile
tracts. Their acquisitions cover major equipmentontractor grievances.

buys for tanks, ships, spares and commercial

items. While CPO is the central organization foHow does the process work? The Ground, Air
buying, the SDFs, as indicated earlier, ar@and Maritime Self Defense Forces and the TRDI

Director General
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Deputy DG Deputy DG Deputy DG Deputy DG Deputy DG Deputy DG
Administration for 2nd for 1st for 2nd 2nd Procurement 2nd Procurement
& 1st Contract Contract Evaluation Cost Evaluation Management Management
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Procurement Equipment Cost Eval. — Evaluation Gun, Ammo, Machinery, Vehicle,
| ; L & Audit Divison Communication Fuel, Textile, Etc.
g L0 i Equipment
I 2nd Contract Mgt. Div. Ammo. Fuel,
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O;fllglirs Arrg)ml(g li;il, | ETT th Cost _— Prt;/(lzutrelg?\(/ent — Pr(;/clzutreg_ﬁent
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Commercial, Import,
Missile, Prototype

Figure 2-10. The Central Procurement Office (CPO)
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provide their procurement requirements to thenanufacturing skill, or life cycle costs of the
CPO. Their procurement request will includeequipment. If it is to be sole source, then cost
guantity and delivery requirements, plus thestudies will be performed to ensure an under-
weapon system specificatiétiThe CPO, based standing of an acceptable price to pay for the
upon procurement requirements generated byem. They will use two methods to determine
the Internal Bureau, then prepares a Procuremeviilue—market price and cost accounting. The
Plan. A monetary expenditure schedule is agreedarket price method refers to determining a fair
to and approved by the Bureau of Finance. price based upon what a buyer might be expected
to pay for equipment in an open market. The
There are three approaches to soliciting indussost accounting method refers to analyzing
try?*>—open bid, limited bid, and sole source.contractors actual cost estimates, the technical
Open bid is available to any qualified bidder,and manufacturing difficulty of the project, the
while a limited bid restricts the number of quantity, and schedules. Since most large pro-
sources that may submit a proposal. Sole sour@e@irements are sole source, the cost accounting
is the customary method for major acquisitionsmethod is most commonly used.
The Contract Selection Committee, made up of
senior personnel from CPO, verifies a com-Once the contractor has been selected and a fair
pany’s qualifications, and provides a recommenprice determined, then a contract is executed.
dation on type of contract, whether or not itWhile they use two types of contracts—fixed
should be sole source, commercially advertisegyrice and cogt—the cost contract is most often
negotiated or a source selection for the approvailsed for major acquisitions. The Director
by the Direct General CPO. General CPO is the “Contracting Officer” and
signs for all major contracts. Lower value con-
Until recently competition played a very smalltracts with a price of 200 million yen or less, or
role in the selection of a contractor. In FY 1997 an estimated unit cost of 1,000 million yen or
85.5 percent of the contract value was soléess, is delegated to one of three Deputy Director
source, while 10.8 percent was limited com-Generals. To ensure fairness in its contracts, the
petition and the balance was open competitiorDeputy Director General for Administration
In his bookRich Nation, Strong Arm8amuels reviews contracts in the role of “authentication
captures the Japanese perspective on corofficer.”
petition when he states, “This need to manage
competition and nurture technological devel-After the contract is let, the CPO administers
opment simultaneously is ubiquitous acrosshe contract through its various district offices
decades of Japanese industrial Policy. It is alsget up, throughout the country, to inspect con-
widely embraced by firms...in a free economytractor performance and to accept delivery of
each firm undertakes its own research andontracted items. The CPO Disbursing Officer
development, giving birth to duplicated in- makes payment according to the terms and
vestments and unstarted projects. In order toonditions of the contract.
avoid the evils associated with R&D by indivi-
dual firms...government action is of utmostSeveral laws, the Finance and Accounting Act
importance > and the Government Property Management Act,
govern the submission of purchase requests and
Bids are then solicited. If it is to be competitive,the management of contracts for the CPO. These
the selection will be based upon the cost of thacts also give the government equal standing
item and other factors, such as technical owith industry in the making of contracts. The
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Japanese Civil Code, based upon the Europedrave contributed to major initiatives within the
civil code, with both English and American JDA to restructure the procurement organization
influence, provides the underlying law thatand process. The scandals have resulted in
governs the contractual relationship between tharrests and resignation of top government offi-
government and their defense contractors.  cials, such as the former Director General of the
JDA, Fukushiro Nukaga. He resigned to take
The Japanese government is also a signatory tesponsibility for the agency’s role in the scan-
the World Trade Organization (WTO) Agree-dal. Similarly, the Chairman of NEC, Tadahiro
ment on Government Procurements. To compl$ekimoto also stepped down.
with the WTO agreement, the CPO has initiated
changes to make its system a more “open ans a result of these scandals, JDA is moving to
transparent tender system.” It is designed tamplement reforms in the procurement system.
provide information on future acquisitions andit will introduce more open bidding, provide
insight into their decision process. The CPO, towendors with more cost cutting incentives and
improve relations with its industry, now is openrestructure its contracting bureaucracy—the
to complaints from them. CPO. A White Paper prepared by the Defense
Procurement System Research and Review
The CPO must also be concerned about socié&ouncil, made up of outside experts and JDA
economic implications of their actions. Thepersonnel, recommended that CPO separate its
Japanese Diet passed a law—the Law Concernest estimation and evaluation functions. This
ing the Ensuring of Small and Medium Entre-is scheduled to take place in 2001. Those respon-
preneurs (SMEs) Receiving Orders from Govsible for evaluation of bids will be integrated
ernment and Other Public Agencies (enacted imto the Internal Bureau, while the new Central
1966). CPQO’s approach, because of the natu@ontract Office will be responsible for awarding
of their acquisitions, is to provide the SMEscontacts. Further reforms include eliminating
information on sole source contracts for possiblebsolete military specifications, moving to com-
subcontracting opportunities. mercial specifications, as appropriate, and using
cost incentives to motivate contractors for cost
Pre-qualification is required for contractors whosaving ideas. They are also introducing a review
are interested in bidding on JDA acquisitionsof the contractor accounting systems. Contrac-
An interested contractor must submit antors must keep documents for one year after a
application to the CPO to participate on a bidcontract expires and allow the JDA the right to
They will be evaluated and, if consideredaudit their records. They can also be sanctioned
qualified, they will be selected to bid. Theforimproper business practices and be penalized
contractor’s plant must also be qualified. Thefor overpayment up to the amount of the over-
plant will be appraised based upon theayment.
contractor’s approach to achieving reliability, his
technical ability, and his production capability. The increased use of competition, or market
A qualification test will be conducted to proveforces, is a major theme of the reform effort. A
that his products are able to meet contraatecent example of the change, is the open bid-
requirements. ding for a primary trainer, which was originally
planned as a sole source buy for Fuji's T-7
Recent headlines in Japanese papers on procuteiner. It was decided by the JDA to open for
ment scandals—hiding of documents, sweeteompetitive bidding. Competition opportunities
heart deals, and overcharging by contractors—should be increased in the future. The JDA now
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posts both a five—year program list and a list 08. Development and production of aircraft
programs and products it will acquire in the  under the Aircraft Law.
following fiscal year to better inform industry
of its intentions. Additionally, the Minister used The revised philosophy and relationship with
to have authority to designate contractors withindustry was perhaps highlighted in a recent
out competition, if the Minister felt it was neces-article in the Tokyo Daily Yomiuri. The JDA sent
sary to maintain and strengthen the industria bill to Mitsubishi Heavy Industries, 1 largest
and technology base. Now there will only bedefense firm in the world, for penalties—1.1
three exceptions for sole or restricted sourcesillion yen ($9 million)—for defective machin-
They are: ing of rotor hubs. The defective rotor hubs are
alleged to have caused the loss of a Sikorsky
1. Contractors are required to get manufacSH-60J. While not the first time the JDA has
turing licenses under Aircraft Manufacturing taken this type of action, it is indicative of a
Law or the Armaments Manufacturing Law. shifting relationship.

2. Contractors are required to obtain a license
for production from overseas companies.
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Chapter 9
TEST AND EVALUATION

Testing and evaluation (T&E) responsibility for prototypes have met the contractual require-
new equipment or weapon systems rests witments. After Trade’s verification, the SDFs have
several organizations within the JDA—TRDI responsibility to ensure the equipment meets
and the SDFs. Testing of new equipment, comeperational needs and perform the Initial Oper-
ponents, and weapon systems is performed byadional T&E of new systems. Using the F-2 fight-
variety of organizations and occurs in variouser as an example, Figure 2-11 shows the type of
acquisition phases for a variety of purposesests, and the responsibility for performitegts
During the Research Phase TRDI will performbetween TRDI and the Services.

subsystem testing primarily to reduce risks prior

to going into the Development Phase. In th&esting can be broken down into two broad
Development Phase, TRDI then has perforeategories—contractor testing and government
mance requirements responsibility for Engitesting. During the Prototype Phase, the con-
neering T&E, to determine whether or not theractor is responsible for testing. These tests are

DT & IOT Production Phase
Prototype Phase — TRDI SDFs SDFEs
Engineering Test
Wind Tunnel Test
Structure Strength Test (Component)
System Functional Test
Company Test Government Test
Verification
Engineering Test
Functional Test
Environment Test
Aircraft Verification Test
Functional Ground Test
(Full Scale Level) Acceptance Test
Company Flight Test Aliloives
Follow On Test

Figure 2-11. Contractor and Government Test (Aircraft)
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primarily designed to indicate the equipmenfprocess any changes that are necessary as a result
meets the functional and environment requireef testing will be budgeted for and acquired in
ments of the specification. Examples of testindater years.
include wind tunnel, reliability, aircraft veri-
fication, functional ground and company flight Each of the SDFs has its own test and evaluation
tests. These tests are designed to indicate tfeilities. The ASDF has the Air Development
system will perform as expected. Testing resporand Test Command located in Sayama City,
sibility then is turned over to the government.Saitama Prefecture, that conducts demonstration
The Chief of Staff of the ASDF will approve a tests on a broad range of equipment to be used
Test and Evaluation Master Plan for the newy the ASDF. Actual testing is accomplished at
equipment. The responsible test organization, ake Air Development Test Wing located in
shown in Figure 2-12, the GIFU flight test centerKakamihahara City, Gifu Prefecture, where
would then prepare a more detailed plan fodemonstration on fighters such as the F-15 will
testing the F-2 fighter. The local commandetbe carried out. They also have an Electronic
approves the plan. Once Design Testing & InitiaDevelopment and Test Group in Sayama City,
Operational Testing (DT&IOT) is completed and the Aero-medical Laboratory for human
they will perform a variety of test such as statidactors testing in Tachikawa City, Tokyo.
and durability tests, strength tests and finally
flight tests. During the Production Phase, accefresponsibility for T&E within the GSDF rests
tance test of the equipment will be completedwith the Test and Evaluation Command, located
Follow-on testing (FOT&E) will be continued in Oyama Town, Shizuoka Prefecture, which
by the Air Combat Command. conducts demonstration tests on weapon systems
and equipment. There are other organizations
Testing often raises the problem of the need fdanvolved in T&E. For certain specialized equip-
design changes. Because of the rigid budgetingent, such as aircraft and facilities the branch

TRDI JASDF
Department of Air Systems Air Defense
Development Training
Command
XF-2 DO Planning
& Management HO
Air Defense
2nd RC 3rd RC Gifu Test Training Wing
Subsystem Strength Center Flight Test
Test _Test Flight Test
(FCS, EW) (Flight Test)

Figure 2-12. XF-2 DT&E Organization
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schools, such as aviation and engineeringgsts for vessels. The Air Development Squadron
schools will perform testing and evaluate thebl located in Ayase City, Kanagawa Prefecture,
equipment. The supply depots will assessnanages and conducts tests on aircraft on Mari-
equipment for their supply and maintenanceime aircraft, such as the P-3. In cases where
characteristics. testing cannot be accomplished in Japan, testing
will sometime be done overseas, say in Australia,
The MSDF has the Fleet Training and Developand the United States —Eglin Air Force Base,
ment Command located in Yokusuka City, KanaFlorida, and Point Mugu, California.
gawa Prefecture, which conducts demonstration
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Chapter 10

INTERNATIONAL COOPERATION
AND ARMAMENT SALES

“Budget constraints are not new, but trends toward more sophis-
ticated defense systems have made equipping our forces more
costly.... Cooperative R&D programs can contribute by providing
more defense capability for the same collective investméht.”

A key feature of the Japanese acquisition proce$ise United States It is a five-ygarogram, cen-
has been involvement in international coopertered on the analysis and design of araaded
ative programs, primarily with the United Statesmissile sensor, advanced kinetic warhead,
Of all U.S. allies, Japan spends most on defensecond stage propulsion and a lightweight nose
and operates the most equipment common witbone?*

U.S. forces. They see the benefits as promoting

U.S. -Japanese cooperation, sharing risk in R&rhe forum for guiding discussion and coordina-
and avoiding duplication of financial investment,tion of cooperative projects between the United
thus making effective use of the resources dbtates and Japan is the U.S.-Japanese Systems
each country. Figure 2-13 is a list of cooperativeand Technology Forum. The first forum meeting
projects conducted with the U.S. Recently, Japawas in Washington D.C. in 1980, and has
signed a cooperative agreement on R&D for @ontinued for twenty years, alternating meetings
theater ballistic missile defense program witthetween Tokyo and Washington. The Forum

Ducted Rocket Engine (DRE) MOU 1992
Advanced Steel Technology MOU 1995
Fighting Vehicle Propulsion MOU 1995
Technology Using Ceramic Materials

Eyesafe Laser Radar MOU 1996
Advanced Hybrid Propulsion Technolgoy MOU 1998
ACES Il Cooperative Modification MOU 1998
Shallow Water Acoustic Technology MOU 1999
Ballistic Missile Defense MOU 1999
Low Vulnerability Ammunition MOU 2000

Figure 2-13. Cooperative Research Projects
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provides an opportunity to discuss and facilitaterms include firearms, ammunition, explosives,
mutually beneficial areas of cooperation. Themilitary vehicle, naval vessels, aircraft, and others.
co-chairs of the forum are the Under Secretary

of Defense, Acquisition, Technology and Logis-Notwithstanding the Three Principles—the
tics (USD (AT&L) for the DoD and by the Japanese government generally has not given
Director General for the Bureau of Equipmentconsent to export arms and technology. Over the
for the JDA. Topics discussed include defensgears some exceptions were permitted. In 1983,
research, development, production, procurethe U.S. and Japan exchanged notes agreeing
ment, logistics support and to coordinate collafor the transfer of military technology between
borative programs. The Systems and Technologye two countries. However, military technology
forum includes representatives of the DODcan be transferred from Japan to the U.S. on a
Military Departments and Japan’s SDFs. Work-case-by-case basis and must be requested by the
ing level committees focus on collaboration inU.S.

selected mission and platform areas, including

air defense, communications, and aircrafAs the role of Peace Keeping Activities under

systems. UN auspices increased it was recognized that
the arms export policy needed to be reevaluated.
Armament Sales In 1996, arms export policy changes necessary

for acquisition activities and cross-servicing
The “Three Principles of Arms Exports” provide agreements with U.S. was approved. Further
the policy guidance for Japan. In April 1967,easing of export restrictions occurred in 1997
Prime Minister Sato in a statement before thand 1998—for humanitarian mine clearance and
Diet initiated the policy. Arms export shall notarms export necessary to evacuate Japanese
be permitted for (1) communist block countriescitizens overseas from hostile situations.
(2) countries to which the UN prohibits arms
exports, (3) and countries, which are involvedOne final note on export policy. When military
or likely to be involved in international conflicts. equipment is sold or transferred to the U.S. Japan
Prime Minister Miki further restrained arms requires the U.S. obtain third party approval of
shipment by including military technologies. a sale from the Japanese government.
The legal basis for the three principles include
the (1) Foreign Exchange and Foreign Trad®&ased upon the Foreign Exchange and Foreign
Control Law, (2) Foreign Exchange ControlTrade Control Law of 1948 and Export Trade
Order and (3) the Export Trade Control Order.Control Law of 1949, the MITI controls the

export of arms.
The Export Trade Control Order makes it man-
datory that anyone planning to export goods cdapanese corporations might be expected to
services, designated as obstructive to the maimarket mainly dual-use electronics sub-com-
tenance of international peace and security g@onents, vehicles, and transport and communi-
prior consent from MITI. Among the designatedcations equipment offshore or through front
goods and services are arms and arms technmcempanies and to provide components for mis-
logies. The termarmsis defined as goods listed siles and aircraft produced overseas, especially
in the Export Trade Control Order and used byn the United States. While Japan prohibits the
military forces and directly employed in com- export of war materials its electronics industry—
bat. Military Technology concerns the designcomputer chips and super conductor market-
production and use of arms. Examples of listegrroducts are part of many Western designed and
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built programs. A recent examples of Japaneseonsole which because of the high quality of
concern with armament sales was the expodomputer graphics and the systems memory card
controls place on Sony’s PlayStation 2 gameould be used for missile-guidanée.
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Chapter 11

THE DEFENSE
INDUSTRIAL BASE

Japan possesses “...the region’s most powerfalefense businegsWhile defense business is
indigenous defense industry in terms of capaimportant, “no sector of the Japanese economy,
bilities and sophisticatiort® With over 1300 besides ammunition and aircraft manufacturing,
companies comprising the defense industrial andepends on the military for more than 5 percent
technology base, they manufacture a wide rangef its total sales on the JDA?

of products which includes test facilities, propul-

sion systems, ammunition, propellants, fastenthe history of the reconstruction of the defense
ers, couplings, trainers, helicopters, aeronautimdustry is one of government collaboration and
equipment, surface-to-surface missiles, avionicgversight, industrial commitment, and invest-
telecommunication, satellite equipment and gament—all fueled by the expansion of their com-
ments. The top four companies, with names regnercial industry and the growth of the economy.
ognized worldwide—as indicated in Figure 2-Dismantled by occupation authorities after
14—are Mitsubishi Heavy Industries, KawasakiWorld War 1l, armaments production resumed
Heavy Industries, Mitsubishi Electric and NEC.during the Korean War when the nation’s man-
They account for nearly Géercent of the yearly ufacturers began repairing and maintaining

Total Sales Contracts
Revenues Awarded
(BillionY)
1. Mitsubishi Heavy Industries 2,653 272
2. Kawasaki Heavy Industries 1,100 147
3. Mitsubishi Electric 2,812 129
4. NEC 4,076 75
5. Ishikawajima Harima Heavy Industries 874 66
6. Toshiba 3,700 49
7. Marine United 21 38
8. Komatsu 533 34
9. Nissan Motors 3,546 25
10. Japan Electronic Computer 299 25

Figure 2-14. Top 10 Defense Contractors (1998)
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equipment for American armed forces operatinglectronic, computers and semiconductors pro-
in Asia. The creation of the Defense Agency irvided the engine that made Japan one of the most
1954 provided an internal customer for industrypowerful economies in the world. Throughout
which expanded by producing U.S.-designedthis period of commercial economic growth,
Japanese manufactured equipment for the selfoth industry and government increased their
defense forces. efforts in defense research and development.

To understand the defense industry in Japan it has been Japanese policy not only to maintain
is important to recognize the strong tradition ofa robust defense industrial base, but also to
governmental involvement in the overallembed it within the commercial industry. To
economy. Perhaps this relationship was best capnhance their domestic research, development
tured by the 1980s term, “Japan. Inc.” to indicatend production base equipment is manufactured
the close relationship between business anginder licensed agreements with companies,
government. While Japan’s economy has flourmostly in the U.S, to obtain the technical
ished as a result of the private ownership oknowledge and manufacturing techniques. In
industry, the government has played a direct rol@apanese, “kokusanka,” or autonomy in defense
in that success. This tradition of governmentaproduction, has led to licensed production as the
involvement is based upon the Confucianisnprimary means of carrying out its policy. Three
philosophy of hierarchy and leadership or auunwritten principles of kokusanka—in order of
thority by the government. It would be expectedriority—are:
of the government to provide guidance to
industry. This ties closely with the Confucianl. Domestic supply;
notion that government and business should
work for the well being of the nation. While 2. If domestic supply is not possible, licenses
profit is important, the industrial and national  using domestic manufacture and equipment;
consensus is that it is the duty of all Japanese is and
to sacrifice to create an economically potent
nation. This philosophy and approach has led t8. Equipment with application beyond the pro-
a spirit of collaboration, which differs from the  ject for which purchaseé.
arms length and sometimes more adversarial
nature of relations between the United State$hey have been very successful with this policy.
government and its domestic industry. “In the 1970s and 1980s, the United States
transferred more weapons to Japan than to any
As indicated earlier, the Japanese industry wasther ally except Germany. But these transfers
dismantled after the war. The Korean War andvere not sales of finished products. On the
the Cold War changed that. The Japanese goeentrary, Japanese defense contractors licensed
ernment, with U.S. encouragement, spent corand coproduced twenty-nine major U.S. wea-
siderable effort in redeveloping its overall pons systems, more than any nation in the world.
economy. Initially they targeted industries suchin 1990, 89 percent of military aircraft procured
as iron and steel industry, shipbuilding, andy the Japan Defense Agency (JDA) was
chemicals. The pursuit of economic redevelmanufactured in Japari”
opment started on the military side and then
switched to commercial side. In the 1960s andoday they produce a full range of modern
1970s automobiles and nuclear power were seenilitary equipment from tanks to spare parts.
as industries to strengthen the economy. TheNery rarely, as shown in Figure 2-1&ill they
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Year Domestic Foreign Imports Total Domestic %
1990 18,103 2,211 20,313 89.1
1991 17,010 1,893 18,903 90.0
1992 17,676 1,486 19,162 92.2
1993 16,408 2,930 19,338 84.8
1994 17,349 2,251 19,600 88.5
1995 18,131 1,512 19,642 92.3

Figure 2-15. Domestic versus Foreign Procurement

buy equipment overseas. In cases where it is cosings, and avionics. The methods of manufac-
prohibitive or the equipment is extremely com-ture or repair must also be licensed. The stated
plicated, such as the E-2C airborne early warningurpose of these laws is to prevent excess
aircraft, they will purchase foreign equipment. capacity by regulating entry into business.

As indicted earlier, two ministries—MOF and It is important to mention the role of the
MITl—play a strong role in targeting areas forKeidanren, the powerful Federation of Economic
new industries, helping during economic toughOrganizations. Keidanren is an association of
times and creating an environment for develover one thousand of the leading companies in
oping, producing and selling overseas. The typidapan. Keidanren, in particular its Defense Pro-
cal approach used by the Japanese governmehiction Committee (DPC), has been an influen-
includes both tangible and non-tangible methodsal voice in the debates on security and industrial
—advice, persuasion, loans, tax incentives anigsues. The DPC’s leadership includes some of
of course, government defense contracts. MITthe most influential people in Japan such as
and JDA gain leverage in dealing with industryMasuda Nobuyuki, Chairman of Mitsubishi
through two laws that govern the operation oHeavy Industries, Ltd. Their efforts have helped
the defense industry. These laws—the Armamemreserve an indigenous military R&D and pro-
Manufacturing Act (1952) and the Aircraft Man- duction capability and influenced arms export
ufacturing Act (1953)—require the licensing of policy and competition among the industry.
companies in these markets.

In summary, the Japanese defense industrial base
Under the Armament Manufacturing Act, any-has grown and matured as a part of its commer-
one wanting to manufacture or repair armamentsial industry. It provides most of the equipment
must obtain a license from MITI. Covered byneeded for the Japanese SDFs. Unlike the U.S.,
this are items such as guns, rifles, bullets, bombghich maintains a small arsenal system, the JDA
explosives and the major components of theseelies upon its industry for production, R&D,
items. The Aircraft Manufacturing Law also re- maintenance, supply and up-grades. While some
quires a MITI license and covers the manuchanges are in the windirereased competition,
facture or repair of aircraft and its major com-for example—the govement will continue to
ponents. This includes fixed and rotary wing airplay its role in “managing” its industrial base.
craft, major components like engines, propellants,
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Chapter 1
INTRODUCTION

We watched as a group of North Korean visitor®ne of the oldest countries in the world, tracing
entered the small pale green building—the sités mystical beginnings back
of face-to-face talks between two Cold War eneto the god-king Tangun,
mies at Pan Mun Jom in the Demilitarized Zondounder of bronze age
(DM2), Korea. In typical tourist fashion, we “Old Chosun” in
took pictures of them visiting this threatening2333 B.C. According
part of the world, and they took pictures of usto legend, Tangun REPUBLIC
Yet surrounding these visitors are two armiesvas the son of a bear. OF
prepared, within minutes, to resume what had’he bear turned into KOREA
been a devastating, bloody war. a woman and united
with a divine being.
In this small village of Pan Mun Jom, the Uni-From this union Tan-
ted Nations (UN) Command ceased hostilitieggun was born. In the
on the Korean peninsula with the signing of arhistory of Western
armistice, not a peace treaty, over 40 years agivilization, the rescue of Helen of Troy in An-
at 10 A.M. on July 27, 1953. The U.S. sufferectient Greece would not occur until a thousand
more than 157,000 casualties while the rest ofears later, and it would be two thousand years
the UN forces sustained casualties of 14,50%efore the Roman Empire came to prominence.
The South Koreans lost 225,714 soldiers, with
more than 700,000 wounded and anothefOld Chosun” had its beginning in the northwest
43,000 missing. The North suffered overpart of Korea on the Taedong River. Over time
600,000 killed, wounded or missing. The counit gradually extended its border to include much
try had been decimated as armies ravaged uwhat is now the Chinese province of Liaoning.
and down the land, laying waste to the capitalds growth was checked by the rising power of
of Seoul and Pyongyang. the Yen states in China and eventually Old
Chosun was destroyed by the Han dynasty about
Today, two armies still face each other across 15000 B.C. The Three Kingdoms Period followed
miles of zigzagging ground that runs the entiravith the states of Koguryo, Paekje and Shilla
width of the country. The DMZ is one of the lastruling the Korean Peninsula from around 100
remaining parts of the world that harbors theB.C. until the late seventh century. Finally, the
vestiges of the Cold War—pitting CommunistKingdom of Shilla, under the rule of King

North Korea against UN forces. T’aijong, unified all three kingdoms into one.
Successive dynasties—Koryo (918-1329) and
History and Traditions Chosun (also referred to as the Yi dynasty)

(1392-1910) kept the people unified despite
Korea has had a tough*20entury filled with repeated incursions by the Japanese and
war, the Japanese occupation and the threat Ghinese.
war. Yet, the “Land of the Morning Calm” is
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In this early period Korea flourished in the artshat the end of the war was imminent and fearing
and sciences. During the Koryo dynasty, in 1234Soviet expansion into all of Korea, the American
movable-type printing was developed. Thegovernment proposed a military demarcation
renowned Korean “Tripitaka,” a collection of line at the 38 parallel. Stalin accepted. On
Buddhists texts, was completed. In the militarySeptember 22, 1945, Japan signed the surrender
area, the famous Korean Admiral Yi Sun Sin anégreement aboard the USEssouri

his iron clad “Turtle Ships”helped defeat the
Japanese invasions of Toyotomo Hideyoshi in
the late 16 century. The only Korean ruler to
earn the honorific title of “great”, Sejong the
Great introduced a new official Korean alphabet,
Hangul.

Korea’s major political and cultural influence
was China. While the Choson (Yi) dynasty was
able to maintain its independence from China
for much of the Dynasty’s reign it was a tributary
of China. This long period of rule by the Yi Wwith the defeat of Japan, the Soviets occupied
dynasty finally ended after a series of wars—the northern half of the Korea peninsula. In the
the Sino-Japanese War (1894) and the Russgouth, a short-lived Korean People’s Republic
Japanese War (1905). The Yi dynasty was a helgyas established September 6, 1945, with Syng-
less onlooker as Korea was first made a protegnan Rhee as President and Yo Un-hyong as Vice
torate of Japan, then a colony in 1910. For theresident. On the same day, United States troops
next 30 years, Korea suffered under Japanesgnded at Inchon and quickly proceeded to Seoul
rule as the language was changed to Japanesg,accept the Japanese surrender. Within a
and Koreans were forced to change their namegonth, senior U.S. military officer Lieutenant
to Japanese names. General John Hodge established an interim
government called the United States Army Mil-
Korea was relatively untouched by the war intary Government in Korea (USAMGIK). The
the Pacific. However, fate was not to be on thisJSAMGIK was envisioned as a short-term
nation’s side after the war. In 1945, as the Pacifigesponse until elections could be held and the
War entered its fifth year, the Allies—in parti- country united. By 1948 it was obvious to both
cular the United States—envisioned a lengthyhe U.S. and the UN that free elections and the
continuation of the war, ending with a bloodyuniting of the country would not happen.
invasion of Japan. Help was needed. At the Yalta
Conference in February of 1945, the U.S. pushejgh 1948, the south held UN-sanctioned elections
for an agreement that was to chart the coursgith Syngman Rhee, an opponent of communist
for Korea into the 21Century. President Frank- rule, being elected President of the Republic
lin Roosevelt negotiated an agreement witlpf Korea (ROK). Under the Soviet occupation,
Stalin for the Soviet Union to enter the warcommunist leader Kim [l-Sung consolidated
against Japan. his power as the leader of the north by ruthlessly
eliminating non-communist elements.
It was not until the eleventh hour—in August of
1945—that the Soviets finally entered the Pacifi©n June 25, 1950, in a surprise blitzkrieg attack,
War by invading northeast Korea. Recognizinghe North invaded the South, quickly occupying

TURTLE SHIP
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most of the peninsula. Thanks to the Sovie€Chun remained in office until 1988 when more
boycott of the UN, the U.S. was able to inducestudent demonstrations and allegations of uneth-
a UN commitment to repel the North’s invasion.ical conduct forced a revision of the constitution
In one of the great military feats of history, theenabling direct election of the next President.
U.S. and UN forces landed at Inchon west ofit that time Roh Tae-woo, Chun’s handpicked
Seoul in September 1950, cutting off the comsuccessor, was elected president. In 1992 Kim
munist military units and wresting back controlYoung Sam succeeded Roh in what some have
of the South. As UN troops pushed north towarddentified as the “fairest and cleanest” election
the Yalu River, the Chinese entered the wailin Korean history. The Seventh Republic was
Waves of Chinese troops pushed the UN forcegshered in with the election of the current
back to the 38 parallel. In 1953 a cease-fire president Kim Dae Jung in 1997.
between the antagonists resulted in the creation
of a DMZ at the 38 parallel—the dividing line For the last 50 years, the focus of the Republic
between North and South Korea. A formal peacef South Korean foreign and military strategy
treaty has never been signed. has been its relationship with the North. That
focus has shifted in the last decade to becoming
Syngman Rhee remained President throughoatregional and worldwide player. As its economy
the 1950s. Disenchantment with his rule ulti-has expanded, so has its peacekeeping role in
mately led to countrywide demonstrations bythe world. They have participated in East Timor,
university students protestirgprrupt political Georgia, Western Sahara, and India-Pakistan
practices. Rhee was forced to resign. ElectionBorder.
were held in August 1960, and Chang Myon was
elected Prime Minister (PM) under a new con-The Republic of Korea, established in July 1948
stitution that adopted a parliamentary systemwith Seoul as the capital, is slightly larger than
of government. By May 1961 dissatisfactionthe state of Indiana. The population of Korea is
within the military over the economy and theapproximately 44 million, with a homogeneous
chaotic leadership of Chang led to a coup bpeople and few ethnic minority groups. Over the
Major General Park Chung Hee. Two years latelast 40 years, South Korea has seen a signifi-
elections were again held and General Parlcant improvement in its economy and currently
now retired from the military, was elected pres-has a Gross Domestic Product (GDP) putting it
ident. Park is remembered for his contributionin the top five countries of the European Union.
to industrial modernization and economic growth.
He remained in office until his assassinatiorlJntil the economic crisis of late 1997, Korea
in October 1979. was ranked as the 11th-largest economy in the
world. As Korea enters the new millennium it
Two months later, in December, another militaryappears to have turned its economy around. Sig-
coup was carried out. This time Major Generahificant economic improvement was shown from
Chun Doo Hwan led the coup, and it replace@ negative growth in 1998 to a positive growth
the interim government of PM Choi Kyu Ha. of 10.2 percenin 1999. Its GDP for 1999 was
University students reacted to this coup witt$406.9 billion® While there are storm clouds
more demonstrations, which in turn led to mar-on the horizon—unemployment and inflation—
tial law—and one of the “black marks” of Korean current projections of a 6—8 percent increase bodes
political history—when government trookiled  well for the year 2000According to thdnter-
more than 200 civilians in Kwangju. Major national Institute for Management Development,
General Chun “officially” became President inKorea has regained its competitive posture and
September 1980. now ranks at the world’s T2argest economy.
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Chapter 2

THE GOVERNMENT
OF KOREA

The 1948 constitution created three brancheSxecutive. In his role as Head of State, he repre-
of government: executive—a President, vicesents the government in its relations with foreign
presi-dent and cabinet; a unicameral legislaturstates, receives foreign ambassadors and per-
branch —the Constituent Assembly; and dorms many of the ceremonial duties typical of
judicial branch—with a Supreme Court andheads of state. As the Chief Executive, he leads
local courts. The constitution has been amendetie executive branch of government.
nine times with wide-ranging modifications.
Along the way, the Korean government hasThe president is elected to a single term of five
experimented with a short-lived parliamentaryyears by a popular plurality of the citizens.
cabinet system (1960-62) and unicameral and
bicameral legislatures. Elections to the legislaArticle 72 of the constitution makes the Presi-
ture have varied from single-member districtsdent also Commander-in-Chief of the Armed
plural-member systems to proportional repreForces—with the power to declare war and con-
sentation. In 1988 Korea adopted its currentlude peace. The Chairman of the Joint Chiefs
constitution—keeping the presidential systemopf Staff (JCS) exercises actual operational con-
but making it more liberal and more democratictrol of the armed forces. The PM is responsible
for the administration of the military. The Pres-
Under the current constitution, Korea is a demoident is advised on defense policy by the Agen-
cratic republic with a President, PM, and acy for National Security Planning attached to
unicameral parliament—the National Assem-his office. The Presidential house or office is
bly. The Judicial power is vested in courts withcommonly referred to as Chong Wa Daay,
the Supreme Court as the highest court. Thine “Blue House.”
nine provinces, called “do,” (Cheju, North and
South Chungchong, North and South ChollaThe President has the power to go directly to
Kangwon, Kyunggi, North and South Kyung-the people on issues he has not been able to re-
sang), and six special administrative citiesolve with the National Assembly. Article 72 of
(Seoul, the capital; Inchon; Kwangju; Pusanthe Constitution provides that he “may submit
Taegu; and Taejon) provide the framework foimportant policies relating to diplomacy, nation-
administering the Republic. The nation has gonal defense, unification, and other matters relating
through six republics. The election of Kim Daeto the national destiny to a national referendum
Jung in 1998 established the Seventh Republid.he deems it necessary.” Further powers of the
president include the power to conclude and rati-
President fy treaties as well as declare war and conclude
peacée.The Constitution also gives the President
Under the current constitution, President Kimemergency powers in times of internal and exter-
Dae Jung is both the Head of State and the Chietl crises. He can “take...necessary financial
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and economic actions or issue orders having tharimarily on their loyalty to the President. Kim
effect of law...for the maintenance of nationalYoung Sam, the first civilian freely elected
security or public peace and order, and there Bresident, drew heavily, for some of his cabinet
no time to await the convocation of the Nationakelections from leading Universities. “Most of
Assembly.” the Kim appointees were “progressive outsiders”
and “reform-oriented men and womenThe
With the consent of the National Assembly,next president, Kim Dae Jung, formed a coalition
the President appoints the Chief Justice of thgovernment with the leader of the United Liberal

Supreme Court for a single six-year term. Democrats (ULD), Kim Jong Pil. In this coa-
liton government, Kim Jong Pil became PM,
Prime Minister and cabinet posts were divided between the coa-

lition partners. In the April 2000 elections, Presi-
The President, with the consent of the Nationallent Kim’s Millennium Democratic Party did
Assembly, appoints and can remove the PMnot win a majority and (as this is being written)
The PM’s job is to assist the President and dire@$ searching, for a coalition partner.
the Executive Ministries. The PM must be a
civilian, although retired military are also eli- Members of the State Council administer the
gible. The National Assembly, by majority vote,individual portfolios in such areas of respon-
can recommend to the President the removaibilities as defense, foreign affairs, education

of a PM from office. and culture. Further, ministers may issue ordi-
nances for matters within their areas of respon-
National Security Council sibility. Active duty military cannot be appointed

to the State Council.
The highest forum for military matters in Korea
is the National Security Council (NSC). TheThe President chairs the State Council and the
NSC was established to advise the President d®M serves as its Vice-Chairman. The Council
the formulation of foreign, military, and domes-is involved in decisions regarding declaration
tic policies as they relate to national securityof war, foreign policy matters, significant mili-
issues. The NSC recommendations would thetary issues, changes to the constitution, budgets,
influence the deliberations of the State Councilteview of contracts, and financial matters. Eco-

The President presides over the NSC. nomic decisions are often at the top of the
agenda for the Council. The Deputy PM, who
The State Council doubles as the Minister of Finance and Econo-

my, has a major seat at the table. The results of

The State Council, the Korean cabinet, has theéeliberation by the Council are conveyed to the
responsibility for running the government. Cabi-Presidential Secretariat and the Office of the
net members, currently 17, are recommendeBM. These two offices have responsibility for the
by the PM and appointed by the President. Howeoordination and oversight of governmental pol-
ever, the President traditionally plays a strongcy agreed to by the Council and implemented by
role in their selection. The selection procesgovernment organizations.

varies depending upon the particular President

in office. Under Presidents Syngman Rhee an@ihe State Council currently consists of the
Park, cabinet members were often selected baspdrtfolios listed in Figur&-1.
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The President

Prime Minister

Minister of Finance and Economy Minister of Justice

Minister of Foreign Affairs and Trade Minister of Education

Minister of Information and Communication Minister of Culture and Tourism

Minister of Labor Minister of Agriculture and Forestry
Minister of Unification Minister of Commerce, Industry and Energy
Minister of Science and Technology Minister of Environment

Minister of National Defense — Cho Seong-Tae 8 Minister of Construction and Transportation

Figure 3-1. State Council

THE LEGISLATURE introducing and passing laws, revising laws,
deliberating budgets, debating national policies
National Assembly and conducting inspections and investigations

of government affairs. During the first 40 years
The Korean parliament, the National Assemblyof the republic, the National Assembly was not
(Kuk Hoe), is a unicameral assembly electeanuch more than a rubber stamp for the strong
every four years by popular vote. Legislativeexecutive branch. The last decade has seen move-
power of the state is vested in the National Asment toward a more democratic government
sembly, which currently has 27i8embers. Two with the National Assembly increasingly taking
hundred and fifty-three members are elected in more aggressive role toward the executive
single-member districts while 46 members ardranch of government. The National Assembly
elected by proportional representation of thenay recommend to the President the removal
parties. Currently, the two major parties in Koredrom office of the PM or a Cabinet Member. The
are the opposition party—the Grand NationaNational Assembly also has the right to approve
Party (GNP) and President Kim Dae Jung’s neWresidential appointments of the Chief Justice,
Millennium Democratic Party (MDP), formerly the PM, the Chief Adjudicate of the Constitu-
the National Congress for New Politics (NGDP)tion Court, Justices of the Supreme Court and
“Political parties in Korea are not issue-oriented¢he Chairman of the Audit and Inspection Board.
parties; rather they form around “party boss$es.” Elected by majority vote, the Speaker and the
President Kim’s MDP is the fifth party he hastwo Vice Speakers preside over the chamber.
founded. He has been a member of six others.
Members of the National Assembly may not beA regular session of the National Assembly is
members of the State Council, nor hold any othezonvened once every year, although the Presi-
governmental office. dent, or one-fourth of the members, can convene

extraordinary sessions of the National Assembly.
The National Assembly performs the typicalRegular sessions can last up to 100 days while
functions expected of a legislative assembly—extraordinary sessions are limited to 30 days.

3-8



Part 3 — Republic of Korea

Legislation may be introduced by either a memin examining the budget bill, the National As-
ber of the National Assembly or by the Execusembly may “neither increase the amount of
tive. For a member to introduce a bill, he mustany item of expenditure nor add any new items
have 20 cosignatories. Once a bill is submitin the budget submitted by the Executive with-
ted to the National Assembly, the Speaker has dut its consent!* This provision of the consti-
distributed to the Members and reports it to theution somewhat limits the ability of the National
Plenary Session. The Speaker then refers it thssembly to make significant changes to the
the pertinent Standing Committee. For passagexecutive’s budget. While the budget bill is
a bill requires a simple majority of the Membersnormally passed on time, the Executive has the
Once the National Assembly passes a bill it iuthority to use the previous year’'s budget to
sent to the Executive. The President has 15 dagentinue operation of the government for main-
to sign it or, if he objects to it, to return it to thetenance and operation of government agencies,
National Assembly with a request for reconsid+to execute mandatory expenditures, and to con-
eration. The National Assembly, by two-thirdstinue projects previously approved. Figure 3-2
vote, can pass a bill, overriding the President'slepicts the overall flow of the defense budget.
objections, and thus make it law.

The National Assembly has the specific respon-
The National Assembly has three general rolesibility of determining the organization and for-
in national defense. It approves the annuahation of the Armed Forces. The National As-
defense budget; keeps a watchful eye on th&embly also has the right to consent to the declar-
ministry as it executes its budget (through thetion of war, the dispatch of armed forces to for-
National Defense Committee); and examines theign states (of particular relevance with the role
ministry’s financial performance (Committee onof the Korean military in East Timor), and the
Accounts) after completion of the budget yearstationing of alien forces in the territory of the

Republic of Korea.
The defense budget is included in the national
budget bill, which is prepared by the ExecutiveThe Assembly’s oversight of the executive
and presented to the National Assembly aroundranch is accomplished by several means.
the first of October, 90 days prior to the be-Whether in a plenary session or in committee
ginning of the next fiscal year (FY) (January 1)meetings, the assembly will call upon the PM,
The Executive will present a statement to th@ther ministers and senior government execu-
National Assembly, which details the policiestives to provide testimony on bills before the
and budget necessary for running the governmeassembly or actions taken by the individual
during the next fiscal year. The speaker will refedepartments. With the advent of its second
the budget to the appropriate Standing Commitfreely elected president, Kim Dae Jung, the
tee—theNational Defense Committee—for a national assembly committees have taken to
preliminary examination. After committee review,the practice of actually visiting the ministries
the budget bill is then referred to the Speciafor hearings on budgets and other matters to
Committee on Budget and Accounts for an overassert their power over the departments. In
all examination. This Committee then transfer€ctober 1999, the Assembly conducted a 20-
the bill to the Plenary Session for final adop-day parliamentary interpellation of the govern-
tion. After the National Assembly accomplishesment tackling issues ranging from illegal wire-
its work—review and deliberation—it then nor- tapping to political reforms.
mally passes the budget 30 days before the
beginning of the fiscal year.
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May August-September* September-October
MND Budget President Approves
Submittal —— P  Administration e 9
. . and Submits to
to Cabinet Review of Budget .
National Assembly

January 1 December October-December**
New President Approves A’\slzgtr)r:]tjl
Fiscal Year —] Government — : Yy <
Begins Budget Deliberates and
’ 9 Passes Budget

* September 20 by Law
** December 2 by Law

Figure 3-2. Typical Flow of Budget

Role of Committees A “group” is unique to Korea. It consists of any
political party with 20 or more members. In
The work of the Assembly, examining and delibthe case of a political party with less than 20
erating bills, takes place in committees. The Namembers, it may form a “group” with other
tional Assembly has established two types ofmall political parties. The Speaker of the Assem-
committees. First are permanent Standing Conily will recognize the “group” allowing its
mittees, such as the Finance and Economy Coraiews to be heard. The Committee may adopt a
mittee and the National Defense Committeebill in its original form, make amendments to
Then, there are Special Committees initiated foit, propose alternatives or decide not to refer a
special purposes such as examining particuldnill to the Plenary Session. The Standing Com-
pieces of legislation, or legislation where moremittee may request the presence of the PM,
than one committee has jurisdiction. The Speciahinisters and other representatives of the Exe-
Committee on Budget and Accounts is estabeutive at their meetings. They can also ask mini-
lished every year to examine the executivestries and agencies to submit documents, pre-
branch’s budget bill before it is submitted to thepare reports and summon witnesses. When it is
plenary session of the National Assembly. necessary to examine major bills or bills that
may require special expertise, Standing Com-
Standing Committees are established corresnittees may hold public hearings to obtain the
ponding to the jurisdiction of the governmentopinions of interested parties.
ministries to deliberate bills and other matters
relevant to them. These committees are propofrhe 16 Standing Committees are shown in
tionally structured according to the strength ofigure 3-3.
each party or group within the assembly.
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* The House Steering Committee » Culture, Sports, and Information Committee
» Legislation and Judiciary Committee » Agriculture, Forestry, and Fisheries
Committee

* Administration Committee

: ) » Trade, Industry, and Energy Committee
» Finance and Economy Committee

. e . : » Telecommunication, Science, and Technology
» National Unification and Foreign Affairs

Committee * Environment and Labor Committee
* Home Affairs Committee » Health and Welfare Committee
» National Defense Committee » Construction and Transportation Committee
» Education Committee * Intelligence Committee

Figure 3-3. Standing Committees

Bureau of Audit and Inspection (BAI) for better jobs and the long-term opportunity
for the top jobs within the government. Three

BAI, a constitutional government agency, is theSeoul universities—Seoul National University,

supreme Audit and Inspection organization foiYonse University, and Koryo(Korea)

the Republic of Korea. BAI works directly for University—provide the bulk of graduates that

the President. To help ensure its independencgo into the higher civil service.

however, while the President appoints the Chair-

man of the BAI, the National Assembly mustHow are decisions made in South Korea? The

consent to his four-year appointment. Somewhdbundation of government—decision-making, in

similar in its mission to the U.S. Generalgeneral, and the acquisition process, in particu-

Accounting Office (GAO), the BAI's job is to lar—owe much to their historical contexts. To

report on the way public monies are spent andnderstand the historical threads that run through

to look into government operations for effectivethe bureaucracy, one needs to look at the phil-

performance. osophies underpinning Korean society. The pri-
mary philosophical influences on Korea origi-
The Civil Service nated in China—Confucianism and Buddhism.

The Ministry of Government Administration has Historically, Confucianism’s influence starts
management authority over the civil service. Therior to the Three-Kingdom Period in thé& 4
civil service is divided into two categories— century B.C. Over the next 1500 years its influ-
ordinary and higher. The top administratorsence continued to grow. Confucianism reached
come from the higher civil service, which isits greatest influence during the Yi Dynasty,
further divided into nine career levels. The topwhen it was the main philosophy in support of
five of these nine career levels requires a@he government. “The effect of Confucianism
presidential appointment. Recruitment primarilyon the popular psychology of the Korean people
comes through annual competitive examinationsan be characterized as follows: (1) hierarchical
(a Confucian tradition). Passing the test for th@iew of life; (2) authoritarianism on the part of
higher level civil service offers the opportunity the ruling class; (3) a corresponding “submis-
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siveness” on the part of the ruled; and (4) afficial—as the highest achievement, the
“facelor status-oriented consciousness?..” highest profession. It is interesting to note that
the traditional Confucian perspective ranks the
Buddhism’s influence, part of the overall sini- military profession as the lowest “rung of the
fication of Korea, starts in thé"4entury B.C. ladder.” Of course, this traditional structure con-
Its greatest societal impact, or “Golden Age,flicts with the recent practice whereby military
comes 700 years later, when the Kingdom o&nd retired military have held many key govern-
Shilla unified the country in the seventh centuryment positions including even the presidency.
AD. One tenet of Buddhism'’s that impacts bothAs this discussion implies, decision making is
society and the bureaucracy is the concept ahade at the highest levels of government—
mutual codependence. This places the indivieften at the presidential level. The role of senior
dual not in the center of the world, but existingofficials within the military and the Ministry
as part of and in harmony with the world. Thisis to carry out the directions of the most senior
leads to the individual submissiveness of thgovernment officials.
individual to the will of the state as a virtue.
This contrasts with the Western Renaissancéme, western influence, economic affluence
notion that “man is the measure of all things."and other factors have modified the Confucian
impact on society. The civil service is still presti-
These philosophies/religions provided the ideogious and draws many of the top students from
logical superstructure for an hierarchical, authoruniversities in Korea. However, recent trends in-
itarian and centralized bureaucracy. Confuciandicate highly paid jobs in industry lure many of
ism in particular lays out a hierarchical levelthe “best and brightest” away from government
of society with the “Yangban”—the scholar jobs.
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Chapter 3

MINISTRY OF
NATIONAL DEFENSE (MND) **

In November 1945 under the auspices of theeorganizations over the last 50 years to include
United States Army Military Government in adding a Science and Technology Research
South Korea (USAMGIK), the Defense Head-Agency and the creation of the JCS in 1990.
guarters of Korea was established. This organi-

zation consisted of 25,000 constabulary and &he current organizational structure of the MND
small Coast Guard of 2,500 men, and constituteid based upon Presidential Decree No. 16339
the beginning of the South Korean Army andssued in May 1999. The current Defense Minis-
Navy. With the establishment of the Republicter is Cho Seong-Tae. A vice-minister reports
of Korea in August 1948 it became the Ministrydirectly to him along with 12 bureaus and of-
of National Defense (MND). Later that year,fices. The Army, Navy, Air Force and the JCS
the Army and Navy headquarters were estalreport to the Minister for administrative pur-
lished, and in 1949 the Korean Marine Corpgoses. The Chairman of the JCS is the highest-
and the Air Force were added. The MND hasanking active duty military officer in the coun-
gone through a variety of reforms and internatry. The JCS Chairman exercises operational

President
National
Security
Council Minister of Lgiznzz
National Defense Reform
Committee
]
. o Chairman of
Vice-Minister of the Joint Chiefs
National Defense of Staff
]
Policy Office || Planning& Gl Chief of chief of
Management H Chief of Staff Naval
Office Staff Air Force Operations
Assistant
Minister
for Human = Defense
Resources & Acquisition B
Mobilization Office Operational Control

Figure 3-4. Ministry of National Defense
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control of the military and in that capacity re-budget in FY 1998 was 14.6 trillion won (3.1
ports directly to the President and the Nationgbercent of GDP). Because of economic condi-
Security Council. See Figures 3-4 and 86 tions the budget decreased to 13.7 trillion won
organization of MND and the JCShe office in 1999 (3.4 percent of GDP). With a changing
within MND responsible for acquisition is the and improving economic environment the de-
Defense Acquisition Office (DAO) headed byfense budget was increased to 14.44 trillion won
a deputy minister. (U.S.$12.56 billion) in FY 2000.

With the threat of war always at its doorstep,The investment part of the budget—the Force
the Republic of Korea has traditionally spent dmprovement Program (FIP)and the R&D
higher than average percentage of its GDRjortion of the budget—has traditionally aver-
Gross National Product (GNP) on defense. Thaged about 30 percent of the overall budget.
Republic of Korea averaged in the 1960s—4.9he FY 2000 budget saw the investment portion
percent, in the 1970s —4.8 percent, and in thieeavily “plussed up” to 37 percent of the total
1980s—6.6 percent.Figure 3-6° depicts the budget. The Economic crises seriously impac-
defence budget over the last decade and ited the FIP. As a result fairly significant pro-
percentage of GDP, which has decreased frograms were postponed—Airborne Warning and
6 in the 1980s to slightly more than 3.0 percenControl System (AWACS), Surface to Air
of the GDP in the 1990s. The Korean defens#lissile-X (SAM-X), Attack Helicopter-X (AH-

Chairman of
the Joint Chiefs
of Staff
A Osffice of Eorce
HIES ecreta;fry, Vice Chairman Analysis
Joint Sta Office
I I I I
Office of Central Central Central
the Secretary, Directorate Directorate Directorate
Joint Staff for Intelligence for Operations for Strategic
Planning
Civil Affairs/ Directorate for C3I
Psychological Director
Warfare Strategic
Directorate Planning
Director Force
Power Planning

Figure 3-5. Republic of Korea Joint Chiefs of Staff
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Classification 1994 1995 1996 1997 1998 1999 2000
Defense Budget $8.76 | | $9.63 | [$10.65( [$11.99| | $12 | |$11.96(|$12.56
($ Billions)
Defense Budget 10.1 11.07 12.2 13.8 14.6 13.7 14.44

(Won Trillions)

FIP 3.04 3.2 3.43 3.99 4.08 4.1 5.34
% of GNP 3.4 3.3 3.1 3.2 3.1 3.4 na
R&D % $0.26 na $0.33 | | $0.37 | | $0.42 | | $0.64 na

Figure 3-6. Korean Defense Budget

X) and Korean Destroyer-X (KDX). The SAM- The current authorized strength of the armed

X and AH-X programs have since been turnedorces is 660,000 personnel with 548,000 in the

on again thanks to the economic turn around.Army, 60,000 in the Navy and 52,000 in the
Air Force, with 4.5 million personnel in the

To provide the manpower necessary for it mili+eserves.

tary needs Korea has compulsory military service.
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Chapter 4

DEFENSE ACQUISITION
STRUCTURE

Defense Acquisition Office (DAOY’ was placed within one organization—the Pro-
gram Management Bureau (PMB). Deputy
The DAO originated within the old MND Minister Moon, Il-Sup, currently heads the DAO.
Logis-tics Bureau as the Defense Industry
Division. This Division was established in 1972The DAO currently has overall responsibility
as the focal point within Headquarters MND tofor managing acquisition development and
enable President Park’s initial modernizatiorforeign procurement, examining military
efforts and the creation of a defense industryequipment investment plans and budgets, and
Within a year, as MND expanded efforts inexecuting the R&D and investment budget. The
production of mili-tary equipment, the Deputy Minister has five bureaus reporting to
importance of acquisition increased and théim as shown in Figure 3-7. These Bureaus are
Defense Industry Division was elevated to ahe PMB, the Analysis and Evaluation Bureau
bureau in its own right—the De-fense Industry(AEB), the Acquisition Policy Bureau (APB),
Bureau. Further changes occurred in 1991 whethe Logistics Management Bureau (LMB), and
they were renamed the Acquisition andthe Military Installation Bureau (MIB). DAO
Development Bureau. As part of the 7th Realso provides direction and supervision of the
public’s most recent acquisition reform efforts,acquisition work carried out by the Agency for
it became the Defense Acquisition Office inDefense Development (ADD), Defense Procure-
April 199918 ment Agency (DPA), and the Defense Quality
Assurance Agency (DQAA). DAO also has over-
Within the last year and a half there have beesight of the Services’ program management
two reorganizations of the DAO. Initially the groups. Additionally, shown in Figure 3-7 are
Korean government chartered a group of senidhree other organizations within MND. These
officials—the Defense Reform Committee—three organizations work closely with the DAO
to look at the MND and to make recommendain its acquisition efforts. They are the Policy
tionsfor streamlining and improving the organ- Planning Office (PPO), the Korean Institute for
ization and its processes. One of this commitbefense Analyses (KIDA), and the Planning and
tee’s suggestions was to create a new, moianagement Office (P&MO). The P&MO has
streamlined organization within MND to focus responsibility for preparing the final Mid-Term
on R&D and foreign acquisitions. In JanuaryDefense Plan (MTDP) and defense budget.
2000 the Acquisition Council further refined
the organizational structure to provide “a moreDAO Bureaus
effective and fair implementation of defense
acquisition tasks” and changéue direction to The DAO Bureaus serve as the policy and over-
focus on “cradle to grave” managent of weapon sight organizations within the DAO. They have
systems. Program Management responsibilitgignificant authority and responsibility in
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President
|
Minister
I
Vice Minister
I I I
Policy Planning & Defense Acquisition Office
Office Management / Deputy Minister
< Office 4
N | 7
N 7 Acquisition
N | 4 Policy | .
| / Bureau Anaylsis &
AN 4 ] Evaluation
Korea Institute of 4 P Bureau
Defense Analysis rogram
Management |
(KIDA) B
pliet Logistics
—1 Management
Military Bureau
Installation —
Bureau
I I I I
Agency for Defense Quality Defense
Defense Assurance Procurement Service
Development Agency Agency PMGs
(ADD) (DQAA) (DPA)

Figure 3-7. Acquisition Development Structure — February 2000

setting acquisition policy, and implementingcooperation. The APB develops, maintains, and
and overseeing acquisition programs. Theiupdates the main acquisition regulation—MND
tasks cross the traditional division between lindirective 651, Defense Acquisition Manage-
and staff organizatiofsas indicated by the ment Regulation (DAMR). As a key player in
various tasks they perform, from issuing thehe planning process portion of the Planning,
latest Ministry regulation on acquisition to Programming, Budgeting, Execution and Eval-
issuing the Request for Proposal for new sysdation System (PPBEES), APB members devel-
tems or equipment. The following sectionsop acquisition plans, to include the MTDP. They
provide a more detailed explanation of eaclalso have responsibility for developing and
organization’s role in the acquisition process.controlling the acquisition investment budget.
The Defense Industry Promotion Branch has
Acquisition Policy Bureau (APB) responsibility for MND’s oversight of the de-
fense industry. Finally, the International Coop-
APB is accountable for the development oferationBranch is the point of contact for such
policy, acquisition planning and internationalefforts as arranging for meetings on armament
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cooperation with other nations and managingfilitary Installation Bureau (MIB)
and negotiating international agreements for
the exchange of basic scientific and technicaMIB is responsible for establishing policies and
information. plans for military installation j&ironmental and
systems R&D as well as new construction.
Analysis and Evaluation Bueau (AEB)
In January 2000 the Digitization PlanninfiCe
AEB has the dual responsibility to analyze th€DPO) was meed from tle Acquisition Organ-
performance and costs of contractor proposaigation to tleVice-Ministea, whowas designated
and tooversee the testing arelaluation of the Chief Information @icer (ClO). Each
equipment AEB is the starting point for the Service has appointeg¥ice-Chief as its CIO.
selection of a contractor and the equipment thathis, coupled with the nging of Defence Com-
best meets the cost and performance requir@uter Management and Information Manage-
ments of the MND (see procurement section foment Center (DCIMC) with the DPO, empha-
more information). In its cost analysis function,sizes the importance of information technology
AEB hasoversight of KDAs' Cod Analysis to leveraging th&orean “Ravolution in Military
Research Division. Affairs (RMA)”

Program Management Bueau (PMB)
ACQUISITION AGENCIES

As aresult of acquisition reform, PMBasclu-
sively in chage of project management for theDefense Pocuremert Agency (DPA)
Ministry. It oversees both domestic and foreign-
introduced acquisition projects. Itis responsiblérhe DPA is the primary line gganization re-
for defense R&D policies and plans, foreign acsponsible for contracting within the MND. It
quisitions, and type selection includinffset buys the weapon systems, military equipment,
policies and ggotiations. In its R&D role, PMB and construction needed by the services and by
establishes defense science and technology paohe MND. It also has responsibility for the stan-
icies and plans and has management responsiardization and the cataloguing of supplies and
bility for the Agercy for Defense Bwelopment the management of specifications for common
(ADD). PMB also designates angersees Pro- military items. Figure 3-8hows the organiza-
gram Management Groups (PMG) and Prograrion of the OPA, which is located in Seoul. (See
Managers in the Services. also Chapter ®rocurement Process, for more

information on PA.)
Logistics Management BureauLMB)

Agency for Defense Development (ADD)
LMB has lifecycle responsibility for the system
once that system has been fielded. In this rol&DD is the primary advanced research organ-
LMB establishes logistics related policies, logisization within the MND ADD was originally
tics support plans and combat-use materialbunded as part of President Parkrst Force
equipment storage plans, acquisition, distribuModernization Plan in 197CADD creation
tion, operation and maintenance of non-weapoprovided MND with a field level, defense re-
systems, and Host Nation support. LMB alssearch organization responsible for the man-
oversees and supervises the Defense Procumgement of technical data and assistance to the
mert Agercy (DPA) and the Defense Quality private sectds dforts in defense R&DA key
Assurance Agery (DQAA). element of the initial efforts was securing
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Commanding
General
Audit Office Deputy
Planning Office
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Management Equipment SR Cataloguing
Bureau Bureau Bureau

Figure 3-8. Defense Procurement Agency

foreign technology to develop military equip- With the need to meet a new mission, ADD
ment. ADD has grown over the last 30 years toeorganized in 1999. It reduced the number of
include R&D centers for missiles, aircraft, R&D centers from five to four and renamed
communication and electronics (1974), andhem “system development centers.” The sys-
naval weapons (1976). Test and evaluatiotems development centers concentrate on devel-
(T&E) centers were added for missiles andping technologies for ground, electronics,
weapon systems in 1978 and for automotivenformation, communications, naval, missiles
and naval weapons in 1995. and aircraft systems. Its test centers were re-
duced from three to one—the Defense Systems
ADD is lead by a President and is in located ifmfest Center located at Anheung on the central
Teajon about two hours driving time south ofwestern coast of South Kor&aDD still main-
Seoul (see Figure 3-9.) ADD works directly fortains the Changron Proving Ground the Ground
the Deputy Minister, although the PMB providesSystems Devepment Center, the Naval Test
general direction and operational guidance. ARange under the Naval Systems Development
Board of Directors (BOD) chaired by the Minis- Center as well as the Daradae Test Range under
ter of Defense, with membership including thethe Defense Systems Test Center. Anheung Pro-
Deputy Minister of the DAO and the Service chiefsying Ground is also under the Defense Systems
also provides policy direction, and reviews andlest Center. The two other centers are the Key
approves all projects and the budget Technology Center which focuses on key ap-
plied technologies, and the Dual Use Tech-
nology Center, which focuses on the military
application of commercial technology.
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President

Vice President

Ground Systems Naval Systems le‘/s'i‘g;?ﬁ C3l Systems
Development Development y Development
Development
Center Center Center
Center
Key Technology Defense Dual Use Administration
Research Systems Test Technology Affairs
Center Center Center Department

Figure 3-9. Agency for Defense Development

The current mission of ADD is to further the industry. ADD with its technical staff will con-

development of new core technologies needetihue to provide short-term technology and T&E

by the MND. In that respect, ADD is similar to support to the services, other MND organi-

U.S. service Laboratories, i.e., Army, Navy andzations, the defense industry and other public

Air Force Research labs except they are corerganizations.

solidated into a single agency. The concentration

on developing core technologies is a new mistThe ADD conducts basic research (theoretical

sion coming out of the defense reform effortsand experimental activities) through universities

According to the Defense Reform White Papeand institutes. There are also five specialized

—“imitative R&D has finally faced its limits...?  research centers that perform basic research

The ADD’s recognition of the role advancedunder the auspices of ADD. These five centers

technology now plays in warfare and the needre: the Seoul National University, Pohang

to develop know-how internal to the nation hadJniversity of Science antechnology, the Korea

led them to focus on developing the latesAdvanced Institute of Science and Technology,

scientific technologies. and the Advanced Institute of Military Science
and Technology.

For most purposes ADD’s prior mission, “incre-

mental research,” that is, applied technology anBefense Quality Assurance Agency

development for general weapons, has begiDQAA)

transferred for management by the military ser-

vices. The actual effort in applied technology R&DSerious quality control deficiencies turned

will be contracted with the defense commercialp early in the history of the Korean defense
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indugry production efforts. The government’s Program Management Offices in the

response irthe late 1970s was to create theMilitary Services

Defense Product Assurance Agency, which was

the predecessor of the DQAA. DPAAs job wasin 1997 Program Management responsibility

to work with industry to improve the quality of was moved from the MND to the individual

manufactured items being delivered to theservices. Figure 3-1depicts the Army Head-

military. That mission has expanded over theuarters office—the Weapon Systems Program

last 20 years to include research efforts on thilanagement Group. In the Air Force it rests with

life cycle of military equipnent, quality system the Aerospace Project Group in the Service

certification, and specification documentation.Headquarters.

Lately, DQAA has focused its efforts on

introducing the latest adxced Quality Assurance In the Navy program management responsibility

(QA) methods and pduction technologies to the is with the Naval Sea Systems Command for

Korean defense industry. ships and with the Deputy Chief of Naval Oper-
ations for Command and Communications equip-

DQAA is headquartered in Seoul with eightment (see Appendix B for Service Structures).

regional offices located in major cities through-

out the nation. It employs 488 personnel akKorean Institute of Defense Analyses

Headquarters DQAA and oversees 745 supKIDA)

pliers and 108 in-plant personnel at 22

contractor sites (see Figure 3-10.) KIDA works administratively through the MND

Deputy Minister of Policy (see Figure 3-7). Itis a

Director
Audit Office
Planning & Project Field System Technology Test &
Management Integration Support Program Information Analysis
Division Division Division Division Division Division
Six Specialized Teams (Artillery/Ammunition,
Tank/Auto, Comm./Elec., General Materiel,
Aircraft, and Shipbuilding)
Small Taejon Taegu Pusan Ship- Changwon A Kwangju
Regional Regional Regional Regional building Regional Office Regional
Office Office Office Office Office Office Office

Figure 3-10. Defense Quality Assurance Agency (DQAA)
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Figure 3-11. Army Headquarters

research arm of the MND that reviews defensedevelopment, manpower, resource management
related subjects and develops policy alternatives-and such acquisition topics as weapons sys-
for senior MND officials. KIDAs research pro- tem acquisition, Command, Control, Communi-
jects cover the full spectrum of defense issuesation, Computers and Intelligence (C4l) and
—security environment, military strategy, forcedefense simulation.
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Military History
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Administrative Support
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Figure 3-12. Korean Institute of Defense Analysis (KIDA)
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KIDA was founded on January 10, 1979 as thand Modeling & Simulation are located in
“Defense Management Institute,” an affiliate Seoul. (See Appendix B for detailed information
of the ADD. KIDA's mission was primarily re- about the functions of each directorate.)
source management. Under the administration
of President Chun Doo Hwan, the DMI wasOf particular interest for those involved in acqui-
changed to the KIDA somewhat based upon thsition is the Center for Weapon Systems Studies.
U.S's Institute of Defense Analyses (IDA). ThisThe center’s main research areas are acquisition
change was part of an effort to strengtherand acquisition-related topics. Typical of the re-
defense planning and technology. To enhanceearch projects they cover for acquisition are
the defense policy research effort by attractingAcquisition of Early Airborne Warning and
higher paid professionals, in 1987 KIDA be-Control System (AWACS) Airplanes,” “Policy
came an autonomous, not-for-profit researcibirections to Save Costs in Acquisition Pro-
organization. jects,” and “Technology and Service Evaluation
in Offset Trades.” In 1999, KIDA cooperated
KIDA currently consists of four research direc-with the United States’ Defense Systems Man-
torates and two centel§See Figure 3-12The agement College to host the 2nd International
four research directorates are responsible fokcquisition/Procurement Seminar—Pacific.
Security & Strategy, Force Development, Man-This seminar was designed to improve coop-
power Management, and Resource Managesration among Pacific Rim allies.
ment. The Centers for Weapon Systems Studies
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Chapter 5
DEFENSE REFORM

With tight defense budgets in 1997 and 199&\cquisition reform had three basic objectives:

caused by the impact of the Asian financiareduction of procedures and time, economical
crisis and a new administration coming intoacquisition and the establishment of clear lines
office in 1997, the Korean MND embarked onof responsibility. These objectives will be ac-

a period of reform, which included acquisitioncomplished by making the acquisition system

reform. In April 1998, the newly elected gov- more transparent to the public and to potential
ernment of President Kim Dae Jung formed theontractors, increasing the professionalism of
National Defense Reform Committee, under théhe workforce, enhancing responsibility, and

leadership of retired four-star general Lee Joorstrengthening the domestic defense industry. To
to reshape both the ministry and the defensensure the success of the acquisition reform
business. efforts, the DAO, was set up in 1999.

According to theBlueprint for Military Reform  Korean acquisition reform is a broad-based
“By the year 2015, the ROK military must be: aeffort. It includes changes to tiRPBEES. Re-
small-sized standing army fully equipped withform involved streatiming the decision-making
advanced defense capability; an informationprocess by eliminating duplicate functions and
and-science-reliant army equipped with highsteps. In the procurement area there will be in-
tech weapons; and finally, an economical armgreased competition, the system will be made
managed rationally and efficient§t"The over- more transparent to ensure fairness, and the
all reform effort called for improving the mili- connection between quality assurance and
tary structure, improving personnel manageeontracting will be strengthened. To strengthen
ment and education, modernizing the C4the T&E process responsibility was moved from
system and reform of the MND’s investmentthe JCS to the MND.
program, which is commonly referred to as the
Force Improvement Plan (FIP). An effort underin the Program Management arena, increased
the reform blueprint, closely related to acquisienergy is targeted at ensuring performance, i.e.,
tion, is the “Revolution in Military Affairs getting what the warfighter needs, at lower costs
(RMA).” “The RMA refers to the whole process (including life cycle costs) with timely delivery.
of developing new military systems through theCompetition among vendors and Castd
use of advanced military technology, therebyOperational Effectivenegsmalysis (COEA) are
drastically enhancing combat effectivene®s.” two tools designed to provide insight into
acquiring the “best value” equipment. Manage-
A small ad hoc sub-panel of 10-15 military andment of weapons and information systems is
civilian “PhDs”, the RMA Planning Group, integrated. Next, an acquisition refommitiative
which will be operational through 2001, wasintroduces into the project management and
formed to look out 25 years and identify thrustcontract process the “real name system” to put
areas for the RMA efforts. more individual responsibility into the system.
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Under the “real name system,” individuals will move responsibility and authority to lower
be required to sign off on any document theyevels and to hold responsible those who make
have responsibility for approving. Finally, top- the decisions.
notch employees will be provided incentives for
promotion under these reform efforts. Reform of any system is difficult. Thus the com-
mittee’s work is planned to last at least five years.
The reform efforts in the MND also tie into The committee will work to assist the Minister
national efforts to further the development ofby developing implementation plans for over-
small- and medium-size businesses and the dbauling the ministry. In addition to the MND
fense industry as a whole. As mentioned earlietevel committee, working reform committees
the defense industry will take on a greater R&Dwere established within each Service.
role in developing general weapons technologies
(formerly done by ADD). By increasing domes-Under the committee’s reform efforts, the first
tic R&D and production, the defense industrialstep in 2000 was with the establishment of the
base should become more vigorous Korean National Defense University (KNDU).
This was accomplished by merging the National
Why is there a need for acquisition reform? ParDefense University with the Armed Force Staff
of the rationale goes to the culture prevalenCollege and closing the National Leadership
within the MND. In the past, decision-making Institute. Other organizational changes are plan-
was too often based upon “too” much negotianed over the next couple of years. A Combined
tion, which meant a slow decision process. PinService Support Group will be established to
pointing who actually was making the decisionimprove efficiency among the services. Other
was difficult. An old Korean saying perhaps cap{ossible organizational changes include inte-
tures the popular image of the Korean bureaugrating KIDA, the Institute for Defense Informa-
cracy and the problem in the decision-makindion Systems, ADD and DQAA into two insti-
process, “bokji-budong.” Translated into Englishtutes focusing on weapon systems development
this phrase means—"“bureaucrats lie on the grourahd policy research. Defense and acquisition
and do not move?® The capacity to make deci- reforms are part of a long-term plan to change
sions without accountability is considered enthe MND. Changes that have been started or
demic to decision-making and hinders effectivadentified will be indicated for the reader
improvement in the acquisition process. Dethroughout this part.
fense and acquisition reform plans attempt to
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Chapter 6

PLANNING, PROGRAMMING,
BUDGETING, EXECUTION
AND EVALUATION SYSTEM

In this Chapter we will look at the MND Plan- a variety of sources, to include the Services, agen-
ning, Programming, Budgeting, Execution anccies, JCS or headquarters MRINew military
Evaluation System (PPBEES) and the requirethreats, obsolete equipment, or technological
ments generation process. PPBEES is a defenadvances, which offer improved reliability or
resource management system and was first emcreased capability, are usually the origin for
acted as MDN Directive No. 253 in 1979. Itsgenerating a new acquisition requirement.
objective is to effectively and efficiently deter-
mine requirements and priorities and evaluat®rdinarily, each military service proposes a
the performance of projects. It has been revisegew weapon system, new equipment, or changes
numerous times, with the last revision in 199710 an existing system. This proposal is contained
to improve efficiency and strengthen responsiin a document, called the Required Operational
bility in implementing force improvement Capability (ROC). The ROC defines the expect-
programs (currently MND Directive No. 553 ed weapon system performance, or capability
to achieve an operational capability, such as a
The PPBEES is implemented through a seriesnissile with the ability to penetrate underground
of documents: thdoint Strategic Objective targets. Approval for lower value, less complex
Plan (Planning), thdefense Acquisition and new requirements rests with the particular
Development Plarand theMid-Term Defense  Service Chief of Staff, specifically, for parts and
Plan (Programming), thBefense BudgeDoc- material acquisitions, non-major weapon sys-
ument (Budgeting) and th®efense Budget tems and older systems replacement. Within the
Allocation Plan (Execution). These documentsagencies, the agency head approves the need for
provide the framework to operate the MNDnew equipment.
acquisition process. Figure 3-@8picts the en-
tire process—the documents, the office of priin the case of a military service requirement for
mary responsibility and its purpose. Howevera new weapon system, replacement for an older
a key ingredient in the process is the generatiomeapon system, or enhancement to an existing
of a military equipment requirement. Before asystem, then JCS approval is required. The final
weapon system is developed and produced, group of requirements—which apply to auto-
military need or requirement must exist, bemated information systems, non-weapon sys-
proposed and approved by senior MND officialstems R&D, foreign leasing and major foreign
purchases—are approved at MND headquarters.
The Requirements Process Within the Army the functional office for
requirements is the Army Education Command’s
Organizationally, the requirements for newSchools; in the Navy it is the Headquarters staff,
weapon systems or equipment can come frorRorce Planning Divisionand in the Air Force
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Phase Document OPR Purpose
Planning Force Requirement Services Defense Goals Threat
Proposal Assessment Defense Policies
LRFRP
MRFRP
MLRFRP
Joint Strategic Objective Consolidates/Coordinates
Plan (JSOP) Service Proposals
Programming Defense Acquisition & DAO/APB Define Systems & Equipment
Development Plan to Implement Defense Goals
MTDP PMO (0&S)
DAO/APB
(Investment)
Budgeting Defense Budget Document | DAO/APB Define Money Needed to
(Investment) Implement
PMO (0&S)
Executing Defense Budget Allocation | DAO/APB Money Authorized by National
Plan Assembly for Fiscal Year
Evaluation Analyze Completed Project

& Improve System

Figure 3-13. The MND Acquisition Process

the functional office for requirements is theplanning phase, th&#edium-Long Range
headquarters staff in the Combat Developmerforce Requirements Proposakontains the
Bureau. The DAO also plays a role in the remilitary need for the equipment. To provide
guirements determination process since it hagdecision makers an understanding of the signi-
the responsibility for verifying the appropriate-ficance of the system or equipment, the proposal
ness of a requirement when it prepares thalso contains a description of how the equipment

MTDP and compiles budgets. will be operationally used, the ROC, and the
logistics support (support equipment, training
Planning equipment, ammunition, facilities) necessary to

deploy the system. Long before the proposal is
The planning phase really begins with an assesgxitten, however, the military services have pre-
ment of the threat, in this case, primarily Northpared several documents proposing the force
Korea. Out of this assessment and the nationakquirements. To assess military shortcomings,
political objectives grows the national defensedhis planning looks out many years into the
goals and strategy. With the national defens&uture. The proposals are contained in one docu-
goals and strategy serving as guidelines, eacghent, theForce Requirements Proposa{FRP).
military service submits a series of planningThe Force Requirements Proposal is divided into
documents outlining its military needs to im-three sections—the Long Range Force Require-
plement the defense policy and strategy. Thenent Proposal, Medium Range Force Require-
primary document in the services during thement Proposal, and Medium-Long Range Force
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Requirement Proposal. Following are thewhich reviews the service submittals and pro-
detailed features of each proposal type: vides its analysis by the end of September. The
Central Director for Strategic Planning then
Long-Range Force Requirement Proposal prepares a dratfSOPin early November. The
(LRFRP) looks out 8-17 years for equipmentplan is reviewed, in turn, by the Joint Strategy
needs. This becomes the basis for conceptusorking Council, Joint Strategy Council and
research or exploratory development. Joint Chief Meeting (see section on Councils)
to evaluate both the needs and priorities of the
Medium-Range Force Requirements Pro- proposals. Final approval of the plan is by the
posal (MRFRP) looks out 3 to 7 years. This Minister of National Defense.
proposal becomes the basis for the preparation
of Medium-Long-Range Force RequirementsTheJSOP now provides the basis for i€DP
and the systems the MND is willing to invest(also referred to as the FIP) and Defense
in for systems development. Acquisition and Development Plan (DADP)
and moves us to the programmipbase. It
Medium-Long-Range Force Requirement should be noted that a corollary plan, the Joint
Proposal (MLRFRP)?* consolidates the Long Weapon System List, prepared every 3 years
and Medium proposal into one proposal that iby the Central Director for Strategic Planning
submitted annually in August to the JCS Forcgrovides a list of the types of equipment and
Analysis Office and the APB. This documentsystems to be acquired from foreign sources
contains the ROC for each system. along with their schedule of deployment.

After the proposals leave the Services, they aferogramming
sent to the Central Director for Strategic Plan-
ning and the Director for Force Power PlanningfThe programming phase of the system is
at the JCS. These organizations in turn evaluataptured in two plans—thBADP and the
the service needs against the National DefenddTDP . The Acquisition Policy Bureau (APB)
Basic Policy, the Joint Military Strategy Planprepares the DADP and the investment portion
and a document prepared by ADD—the Defensef the MTDP. They serve the purpose of defi-
Science and Technology Survey Report. Thaing the equipment requirement, the buying
Defense Science and Technology Survey Repoapproach and what will be bought within the
provides an outline of the state of the art ohext fiscal year, plus the following year. The
technology both domestically and abroad. Th&®ADP includes the acquisition polices and in-
JCS offices can use this document to realisticallgividual system plans to include the acquisition
assess the likelihood that the technology is omethod. Itis based on ti8OPand the require-
hand to be usable in a weapon system. ments of DAO, the Services and agencies. APB
draws up a draft plan based upon service and
The next step in the process is greparation agency inputs, coordinates it through the other
by the JCS of thdoint Strategic Objective bureaus within the DAO. It then coordinates
Plan (JSOP) This plan is based the informationthe plan through the Policy Council and Acqui-
provided by the MLRFRP. It is prepared annualsition Council and then obtains approval of the
ly in March, serves as both a confirmation ofMinister. It is published annually in August.
the military need, and a prioritized list of theThe MTDP shows concrete requirements—what
programs. The process for approving the JSOprojects, numbers, expenses, schedules, and
starts within the Force Power Planning officemethods of acquisition. Based on the DADP it
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is classified into three sections—R&D, techno-However, fornew projects a draft budget
logy introduction and production, and overseasequest must be submitted earlier to the APB
purchase plans. The Blue House will provideand the appropriate project management
final approval for the DADP and the MTDP. bureau—PMB or LMB and AEB by the end of
January.

Current investment goals reflect a focus on

advance military technology—RMA—which APB will then prepare a draft Investment Project
translates into intensive R&D investments. SpeBudget Request and submit to the Budget Plan-
cific requirements are laid out for improving ning Office by the first part of May. Projects
combat readiness with a national defense recomvill be divided into Project categories A, B or C
naissance capability (satellites), large scale atepending upon the level of approval. (See later
tack helicopters and AWACS, tankers aircraftsection for in-depth explanation of categories.)
and an shipbuilding program for an Aegis class

destroyer (KDX-III). The Budget Planning Office then obtains appro-
val of the draft defense budget from the Minister
Budgeting of National Defense via a series of political

meetings. Based upon direction from the Minis-
The Defense Budgeting Documen{DBD) ter, the Investment Project Budget is adjusted
captures the budgeting portion of the PPBEESyy the Chief of the Acquisition Policy Bureau.
that is, the money available for buying new
equipment. This document based upon th&he next step in the process is submittal of the
MTDP projects the necessary budget for thelefense budget to the Budget Administration
next fiscal year, plus one-year, but also include®ffice of the President by the end of May. This
prior year unfunded projects. Project budgetss then reviewed by the cabinet and sent to the
are divided into domestic and foreign capitalNational Assembly for its review and approval.
Of importance for acquisition personnel is theThe National Assembly usually passes the bud-
attempt to provide stability to projects by re-get in December in time for the next fiscal year
guesting multiple years budget approval for théeginning on 1 January.
entire project.

Execution and Evaluation
How does the budget process work? For the in-
vestment budget, it starts with the AcquisitionTheDefense Budget Allocation Plamprovides
Policy Bureau preparing draft budget guidelineshe amount allocated to each element of the
and submitting them to the MND’s P&MO budget and planned for expenditure during the
Programming and Budget Bureau in Decembefiscal year. It will be adjusted as events and prio-
The Programming and Budget Bureau themities change throughout the year. It is during
incorporates the investment guidelines in theéhe execution phase that contracts for R&D and
overall guidelines on budget preparation to alprocurement are awarded and the operation and
agencies and services. maintenance of the forces takes place. What

worked? What did not? The evaluation phase
The Services and agencies prepare their requegtovides an opportunity to analyze completed
for investment projects and submit them to therojects and to use the feedback to improve
five DAO bureaus and the JCS in March.the system.
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Chapter 7

THE DEFENSE
ACQUISITION SYSTEM

“The cold and bitter winds of the Cold War that blows between our
two countries must be stopped and replaced by warm rays of
sunshine. Let us stop regarding each other as enemies and start
embracing one another as brothers”

— Kim Dae Jung

While the Cold War is gone in Europe, Northseries of efforts to make the nation more self-
Korea still remains a threat and, according teeliant in defense matters. President Park ap-
recent report$® continues with strengthening proved the first of three Force Improvement
its war machine and attempting to intimidatePrograms (FIP) (Yul-Guk)—the Eight-Year
its neighbors. The Republic of Korea’s responsd\ational Defense Plan (1974-81) in 1974. The
in concert with its allies, has been to maintairSecond FIP under President Chun covered the
both a strong economy and a military prepareglears 1982 to 1986. Because modernization was
to respond to any threat from the North. Whilea low governmental priority less was bought and
the military budget was severely impacted inthe domestic defense R&D and production mar-
the 1997 and 1998 time frame, the strengthenirket began to shrivel. The third program covered
economy has allowed the government to revivéhe period from 1987 to 1995. The concept be-
their military modernization programs. In Octo-hind all these plans was that imitative develop-
ber 1999 they announced the relaunching of mment and production of military items would
26.4 trillion won ($21.4B), four-year military create and promote a larger defense industry.
modernization prograri.Part of this program These three efforts targeted over 30 billion won,
includes efforts to develop an anti-ship missileor more than 32 percent of the total defense
system, a portable shoulder—fired anti-aircrafbudget towards modernization efforts.
missile system, and acquisition of blue water
class destroyers (KDX-2) with an estimatedThe FIP is carried out through the acquisition
program cost of over $2.5 billion. system. The acquisition system consists of the
organizations, DAO, ADD, and others, the
Historically, military modernization efforts personnel, procedures and policies to develop
began with the announcement of the 1969 Nixoand buy new military equipment. The governing
Doctrine. This doctrine, which called for Amer- directive, Defense Acquisition Management
ica’s allies to shoulder much more responsibilityRegulation, MND Directive 651, issued January
for their own defenses, became a driving forcd, 2000, provides the policies and procedures
for Korean modernization, particularly in 1971 necessary for effective operation of the system.
as the U.S. began withdrawal of military forcesThe guiding principles for acquisition are
from the Korean peninsula. Under President Parieveloped along five lines. They are to:
Chung Hee, the Ministry of Defense began a

3-30



Part 3 — Republic of Korea

1. Mature a defense development science artd meet the military need. They can either initiate

technology capability; a R&D effort to develop the equipment or buy
existing equipment from a foreign source. The
2. Seek cost effective solutions; methods of acquisition fall into three major

categories. They are Technology Introduced Pro-
3. Secure the performance of the integrateduction and Foreign Purchase and are shown in
weapon systems (systems of systems); preferred order in Figure 3-14. In the first cate-
gory, R&D, Domestic Development is the pre-
4. Promote defense acquisition programs iffierred strategy because it provides the most sup-
connection with the development of nationalport to the nation’s desire to boost its R&D cap-
industry; and abilities. The approach under this strategy is to
select a local firm to design, develop, manufac-
5. Enhance the efficiency, transparency anture and test either a weapon system, core
professional expertise of the acquisitiontechnology, or component part. This strategy has
system. the dual purpose of strengthening the defense
R&D capability and providing a stimulus for
The five principles are aimed at the timelythe national industrial technology base. Normal-
deployment of cost effective equipment and tdy, ADD is the lead organization when a techno-
secure technological evolution for a self-reliantogy has to be developed, particularly if it is a

development capability. Government-lead R&D project. In some cases,
however, the task will be an industry-lead R&D
Methods of Acquisition effort under government contract. Finally the

Korean government encourages their defense
Once the military services have identified thendustry or suppliers to invest funds in corporate
need for new equipment or a weapon systenR&D for defense need8.
the acquisition organization has several options

Research & /> Domestic Development

Development — International Cooperative
R&D
Licensed Production
Technology
Introduced P Joint Production

Production \ Assembly Production

Overseas w Commercial Purchase
Purchase ~ —————— » Inter-Governments

(FMS) Purchase

Figure 3-14. Acquisition Methods
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When domestic development is not feasiblemilitary. Current policy is heavily weighted in
then consideration is given to an Internationafavor of Direct Commercial Sales. These last two
Cooperative R&D project with one or more methods can provide the least amount of tech-
allies. This can provide the same military capfology transferred to Korea. Although, the con-
ability plus technology transfer from anothertract “deal” can include offsefswhere signi-
nation to Korea. Besides the technology benefificant technology transfer can occur. There is
cooperative R&D can reduce costs, because alhe other strategy not shown in Figure 3-14 and
participants will share the costs of R&D and ofthat is leasing of equipment. This strategy offers
the follow-on production of the system oran ability to provide for short term needs, such
equipment. as the ROK Air Force’s lease of 30 Northrop
Grumman T-38A Talon Advanced Jet Trainers
Over the years, the Korean acquisition policyto provide an interim training aircraft awaiting
has favored the introduction of technology andhe delivery of the new T-50Korean advanced
manufacturing capability into their defense in-trainer.
dustry. The next acquisition category is Tech-
nology Introduced Production. This approachWeapon System Research and
started in the 1970s, with Licensed Productiobevelopment
as the preferred strategy. They were relatively
successful, with weapons production of the M-The weapon system development process is
16 rifle, F-16 fighter aircraft, the UH-60 heli- designed around a series of life-cycle phases.
copter. This technique allowed significant transThey are conceptual research, exploratory devel-
fer of skills and technical capability to Koreanopment, system development, and production
firms, not only for their military needs, but it and operation phases. See Figure 3-15 for depic-
opened the possibility of creating an exportion of process for R&D and for technology
market for defense material. introduced production.

Joint Production, followed by Assembly Pro-Conceptual researchis a design stage where
duction, are the next two methods. In Joinsystematic technical analysis is performed to
Production both countries produce componentsieet long term military needs and to evaluate
and assemblies, while one company constructdevelopment and production of a Korean style
the final product. In Assembly Production, partsveapon. These efforts are primarily study efforts
and components are assembled and producémbking at the feasibility and evaluation of tech-
locally which provides technology introduction nology, current technology trends—domestic
at the part or component level. and overseas—realistic technical objectives for
the project, and rough estimates of development
The third category, Foreign Purchase, includeand production costs.
two methods—Foreign Military Sales (FMS)
and Direct Commercial Sales. FMS purchase¥he next phase iBxploratory Development
are government-to-government agreements, iim this phase, more definitive studies will look
which case one government (U.S.) agrees ttm determine the technical risks. Technical and
contract on behalf of another country (Koreaengineering analysis will be performed on
for defense equipment. In the case of Direcsubsystems or major components and prototypes
Commercial Sales, the MND goes directly to goroduced to help in risk reduction for the new
commercial company, such as a Lockheed amystem. These efforts are designed to determine
Boeing, to buy the equipment needed for théhe appropriateness of follow-on development
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Research and Development

Conceptual Exploratory Systems Production &
Research —} Development Development Operation
Phase Phase Phase Phase

Figure 3-15. ROK Acquisition Process

and prepare the specifications that define th# it is a government-led R&D project, is ADD.
characteristics of the product and contracThis changes when the R&D is supplier-led,
quality, inspection and testing requirements. then the Services take the lead, although, in a
number of cases, supplier led R&D may be
The third step in this processSystem Devel- managed by ADD.
opment In this phase, prior efforts come to
fruition. Actual equipment and prototypes areBoth the ADD and the services are required to
designed and produced in sufficient quantitieprepare aSystems Development PlanThis
to test the technical performance of the equipplan lays out their overall technical and man-
ment or system. Much effort is spent on ensuringgement approach. The plan is submitted to
that the quality requirements of both the syster®MB and the Analysis Evaluation Bureau. If a
and the manufacturing process are met. A varietyontractor is performing the work, then a Sys-
of other actions occur during this phase—a tecitem Development Agreement with both parties
nical data package (including a production specsigning is submitted along with $ystem De-
fication) will be developed, spare parts, technicalelopment Management Plan Final reports
manuals, and inspection and test equipment wihn the accomplishment of each phase are
be bought. submitted to the PMB.

After the system meets its test requirementécquisition Execution Plans
the system will enter its next phas@reduction
and Operations The technical results of devel- A series of plans—the Defense Procurement
opment and the quality assurance data from tHelan, the Expenditure plan and the Treasury
development phase will be sent to the DQAAODbligation Plan—Iay out the yearly planning for
for use during the production phase. In this finahcquisition projects. These plans are prepared
phase, military hardware, such as tanks, howity services or agencies and submitted to the
zers, naval vessels are manufactured by defen8equisition Policy Bureau in October of the
contractors and delivered to the military forcegrior fiscal year. For projects in categories A
for their use. and B (see later for explanation), which require
separate execution approval, service components
While the process is laid out as a sequential pr@and agencies submit an individual procurement
cess, systems and equipment may enter the prplan for each project. The DAO Chief approves
cess at any phase. The lead organization for thiese plans. These plans form the scope of the
conceptual and exploratory development phaseyork for the DPA for the following year. In
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addition to the execution plans, acquisitiongovernment offices related to the projects via
projects are implemented and managed throughegotiations with the Defense Digitization
a series of meetings and council reviews, t&ubcommittee and the Defense Investment
include the Acquisition and Policy Councils.Program Advancement Committégsee
National projects require discussions withsection on councils).
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Chapter 8

MANAGEMENT OF
DEFENSE PROGRAMS

Defense programs to develop weapon systenis
involve a significant commitment of government
and industrial resources over a long period of time.
To ensure proper oversight and governmerg.
commitment to a program, approval of the most
significant individual projects is often at the 4.
highest levels of government. The project ap-
proval level, based upon monetary value an8.
complexity, for acquisition programs are:

6.
Projects subject to Presidential approval

7.
1. Projects costing 100 billion won (U.S.$85

million) or more;

2. Projects seriously affecting national policies3.

and diplomacy;

3. Projects requiring cooperation between two
or more government offices;

Projects for conventional weapons and C3I
systems currently in operation;

Follow-on projects;

Logistics support contracts;

Option Exercises;

Ammunition and stockpiles;

Land purchases required to operate and
maintain facilities, facility repairs, and simi-
lar base construction projects; and
Establishing, expanding or reorganizing

units equivalent to, or higher than, brigades,
combat battalions or intermediary echelons.

All other projects are subject to approval by

the Chief of Defense Acquisition Office or the
4. Projects for precision weapons, informationServices.

systems development, strategic weapons

with national interests, research efforts withProgram Management Responsibility

national interests; and

5. Projects that establish a new unit, or signi

The management of a program/project is divided
between the Services and the MND. The deci-

ficantly expand or reorganize an existingsion to breakout a program for service manage-

unit at a division, wing or flotilla level.

Projects subject to the Minister of National
Defense:

ment, versus at the MND level, depends upon
the political nature, the cost, the complexity
and issues involved. Management of a project
is broken out into three categories. Figure 3-16
shows the breakout of responsibility for pro-

1. Projects costing 50 billion or more but lesgects. Those controlled by the MND are desig-

than 100 billion won;

nated Project A, those controlled by the Ser-
vices and Agencies—Project B and those that
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Management

Designation Description Approval
Project A 10 billion won or greater, intergovernmental, major common MND

military systems, core technology projects, dual use projects

with foreign countries and facility projects
Project B 3-10 billion won and not requiring MND Approval Services/

Agencies

Project C General projects include replenishment spares and small

ADD development projects

Figure 3-16. Project Management Designation

are general projects—Project C which do noThe PMB has responsibility for setting up the
require separate approval. The Defense Invesproject teams. When it is necessary to have a
ment Program Advancement Committee prioteam, they will determine the size of members,
to being granted approval reviews projectsange of work, location of team, and the time

involving other ministries. of installing and dismissing the Project Team.
The Services or agencies will submit a plan
The Project Management Team (PMT) to PMB for review. PMB will obtain approval

from the Deputy Minister and the MND.
One thrust of the acquisition reform effort isService and agency project teams shall be
the establishment of a Project Managemergupervised directly by the Chiefs of Staff of
System both within the MND and the ServicesArmy and Air Force and the Chief of Naval
The concept behind the establishment of teanfSperations and chiefs of agencies. Teams have
is to increase support within the departmentbeen formed for the SAM-X, AHX and KTX-2
and to provide stability to the team. The PMBprojects.
is tasked with providing overall team leader-
ship. Within the services, teams or projectAcquisition Reform in Program
groups will be formed to perform the planningManagement
and provide management of each project. Each
team will include a Project Team Leader withAs mentioned earlier, “the real name” system is
functional experts from the services and agerbeing implemented within the MND. More in-
cies. It is planned that the team will be popudividual responsibility is being demanded. Key
lated with experienced personnel or, when ngplayers/decision makers are now required to
available, by individuals who have receivedindicate their role and recommendations in each
special training. A Project Team will be createdproject. The office responsible for supervising
depending upon the size of the project, whethe project will keep an approval register (see
the project includes two or more services, clos€igure 3-17 containing the date of approval,
cooperation with domestic and overseas gowpinions from other offices, instructions and
ernments is required, and when complicateddjustments made after approval at the back of
negotiation are expected or special security ithe document. Each project will keep a history
required. of all interim information, project managers,
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ltem Manager Section Bureau Chief Department
Manager (General Manager
(Project Manager)
Manager)

Requirements Proposal

Determination of Requirements

Selection of R&D
Applicable Projects

Test and Evaluation Position Grade/Rank/Name
Signature/Date of Signing

Negotiation

Selection of Equipment Type

Contract

Deployment Evaluation

Figure 3-17. Project Management History Cards

and actions taken from the time requirementshey are only consulted if a major change is
are proposed to the termination of projects. required or anticipated.

Councils with an Impact on Acquisition Funding

There are six councils and committees that plagcquisition professionals are often faced with
a role in acquisition (see Figure 3-18). The pri-budgetary problems—not enough money or
mary council concerned with acquisition is the(noney for production when R&D money is
Acquisition Council which has responsibility needed. Once the budget categories—Opera-
for the draft MTDP (investment programs), thetions and Maintenance (O&M), R&D, or Pro-
Annual Budget Plans, and the Defense Acquicurement—are planned for execution, it must
sition and Development Plan. It also has thge executed that year. This includes both obli-
task of approving changes to MND acquisitiongation and outlay or, in principle, the money
regulations. The Deputy Minister for Acquisi- goes back to the treasury. However, exceptions
tion chairs the council with senior leaders ofcan be made for unavoidable problems, but it
each of the acquisition bureaus, plus DPA angequires approval both within the Ministry of
ADD as well as JCS and Service representatiobefense and from the Budget Administration
An informal working level council chaired by Office. This has become easier in recent years.
the PMB will work the preliminary work prior Another funding note is that while the defense
to AC. These Councils have traditionally hadbudget has a separate portion for R&D and pro-
tremendous influence during the planningcurement, much of the investment budget is
programming, and budgeting phases, and thatinded as part of the Service’s budget. As an

will continue even under the acquisition reformexample, the new AEGIS class destroyer money
changes. Their roles, however, have been dimjs in the Navy budget.

nished in the execution phase of a program.
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Acquisition Workforce Acquisition reform initiatives target the need
for more experienced and skilled personnel
The acquisition workforce consists of the perworking in the acquisition. To increase person-
sonnel that work for the DAO, the Programnel expertise, detailed standards are being esta-
Managers within the Services, the procuremertilished for selection of personnel to acquisition
personnel at DPA, and the acquisition personpositions. For both military and civilian acqui-
nel at ADD, KIDA and DQAA. Acquisition per- sition workforce members, efforts are under-
sonnel, military and civilian, on the technicalway to increase promotion opportunities and
side will have college and advance degreedo increase the number of technological posts.
Those that are classified as administrative posDver the long term, a modern, civilian person-
tions will have at least high school degrees andhel management system will be created to fos-
perhaps, some college. Most training is done orter professionalism. Modern management me-
the-job (OJT), with special short-term courseghodswill be a focus of increased training for
available for acquisition personnel. An exampléoth military and civilian members. This includes
is training for contracting personnel, which isthe establishment of a Defense Management
mostly OJT, with a two-week introduction courseCollege for military personnel.
and a four-week acquisition course.

Military Affairs Council is the top decision-making body in MND. Responsible for basic defense
policy and approving the Mid-Term Defense Plan. Chaired by the Minister of Defense and includes
among its membership the JCSC, Service Chiefs and DAO head.

Joint Chief’'s Meeting responsible for Joint Military Strategy Plan, JSOP, and approving the Service
Required Operational Capability (ROC) document. Chaired by the CJCS with its membership to
include the Service chiefs.

Joint Strategy Council reviews the Joint Military Strategy Plan, JSOP, and validating the Services
ROCs. Chaired by JCS, Director, Strategic Planning. Members include Directors DIA, Deputy Chief
of Staff of each service and VP of ADD.

Policy Council responsible for Mid-Term Defense Plan, annual budget plan, national projects related
to weapon systems acquisition, and changes to Defense Acquisition Regulations. Vice-Minister
chairs with membership to include the DAO chief, Planning & Management, Defense Policy, DIA,
and others.

Defense Investment Program Advancement Committee is an interagency committee which
deliberates projects with large costs, technological challenges or politically sensitive. Not a decision-
making body, but can impact acquisition programs. Vice-Minister chairs with membership from the
Budget Administration; Ministries of Commerce, Industry & Energy and Science & Technology;
R&D Adjustment Agency; and MND (Senior Representatives from DAO, P&MO, Defense Policy;
JCS, Services, DPA and ADD).

Figure 3-18. Councils Concerned with Acquisition
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Chapter 9

THE PROCUREMENT
PROCESS

The Defense Procurement Agency (DPA) is thé&low transparency—open and competitive pro-
central buying organization for the MND. In posals, and open procedures—is the modus
1998 it spent over 4 trillion won (U.S.$3.3 bil- operandi for the Korean procurement system.
lion) to buy weapon systems and military equip-An example of the change is the availability to
ment for the MND. DPA operates within the gather information. Previously, contractors
procurement policy and management of thevere shunted off to the DPA General Counsel’'s
Director General of the Acquisition Policy office for procurement information. Now inter-
Bureau. While it is the primary MND buying ested companies can access this type of infor-
organization, other agencies, such as ADD, alsmation on the Internét. The ministry is also
have their own contracting offices. making available to foreign contractors the
planning for the next five years of acquisition
DPA is tasked with awarding contracts, makingequipment
payments, negotiating offsets, and handling
customs, shipping, and follow-on managemen#cquisitions, particularly large acquisitions,
of contracts. were mostly restricted to sole source buys from
a pre-selected contractor. While statistically 90
The DPA has existed since 1971 under severglercent of contracts were competed, the 10 per-
names and with different missions, to includecent that were not, were the largest dollar value
material management, which was returned to theontracts. Competition is now the policy. An
services in 1997. The need for DPA grew out oexample was the open bidding last year to select
the government’s goal of modernizing the war-a contractor to build three new destroyers for
fighting forces and developing a domestic weathe Navy. Originally Hyundai Industries was the
pon production capability which was part of theplanned sole source supplier, but MND reversed
overall policy of industrial development institu- their prior decision and the $1 billion program
ted in the mid-1960s by President Park Chung Hevas open to all. The purpose behind this policy
change is to strengthen the ROK defense indus-
The hallmark of their current procurement policytry. Prior government policies had encouraged
is—transparency, openness and competitiorbusiness to build excess defense industrial capa-
This is a change from past procurement pracity. This, of course, drives up overhead costs
tices. Previously, many barriers existed for forand makes the industry less competitive. Com-
eign contractors wishing to bid on Korean acpetition should reduce excess capacity. There
quisitions. Restrictive registration, investigationmay be exceptions to this policy. It was an-
procedures and safety checks are just a femounced recently by the MND that all contracts
examples. Information regarding procurementor future aerospace needs would be let to the
activity was difficult to obtain and the processnewly established Korean Aerospace Industries
for selection was obscure. In 1997 the MND(KAI) (see Industry Section).
regulation on foreign acquisitions was revised.
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The Korean Civil Code governs all contractggeneral publics support and confidence in the
between the MND and industry. Although it hasprocurement system. As indicated earlier an-
been modified and influenced by American legahouncements on acquisition and information on
practices, the original code was introduced byhe source selection process has been put on the
the Japanese and was based upon the Europeesb.
civil code. The civil law is codified, unlike the
more common practice in the United States anHow does the process work? There are different
the United Kingdom of judicially created law. procedures depending upon whether or not the
Thus the regulations governing acquisition ar@cquisition is conducted domestically or with a
relatively few in numbers and not subject to doreign source. Generally, there are three meth-
great deal of interpretation. ods of contracting domestically—full and open

competition, nominated, or limited negotiated
Historically the DPA has used a variety ofcontracting. If the method is full and open com-
contracts depending upon the type of acquisitiorpetition, then a public notice will be issued in
For general supplycompetitive buys, such as major newspapers announcing the planned
typing paper, firm-fixed-priced type contractsissuance of an invitation for bid (IFB). Once the
were used. For negotiated contracts, either fixedFB is issued, bids will be received, evaluated
price or cost-reimbursement contracts may band the successful contractor, based upon lowest
used. In the past when buyidgfense supplies price, will be awarded the contract (see Figure
domestically, the contracts were based upoB-19).
estimated prices at the start of the contract, with
the final price being the actual contract costlf the bid is limited to several sources, the same
Domestically, future buys will be firm-fixed- basic procedures will be followed. When the
price contracts. For foreign procurements, firmcontract is to be awarded to a sole source con-
fixed-price contracts are the norm. Future buysractor, then an RFP will be issued, with negotia-
may allow for cost reimbursement contracts atons followed by contract award.
a possible tool to encourage competition.

If this is to be a foreign acquisition then a differ-
The goal of acquisition reform efforts is to haveent procedure is used. First, foreign companies
a fair and equitable process for selecting winnergishing to participate in an acquisition program
and to have “even the unsuccessful bidders. must register with the DPA to get a Certificate
accept the result® These efforts go beyond of Foreign Procurement RegistratiSrA pub-
just the realm of convincing contractors of thdic announcement will be released notifying
systems fairness, but are aimed at building thmmterested sources of a proposed acquisition.

Bid Bid Successful ) _
Submission > Evaluation Bidder P Contracting P| Execution
Selection

Figure 3-19. Contracting Process
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For those companies interested in participating, ............................ ...
a Request for Pre-Proposal will be issued. Intef- : _ :
ested companies, which submit a pre-proposal, : fofrggﬁsriﬂggtgﬁigggz;
if they are considered qualified, will be invited| -
to a conference. If this is for a major acquisitior} - T&E, Acquisition Price,
then bidding contractors will be determined by : | ©fset Technology Transfer
MND. : v
The procurement process involves many MND Acauisition Plan
organizations, and responsibility is divided| :
among them for selection of the “best value’| : ¢
equipment. The AEB will issue a Request for : Annoucement of
Proposal to qualified and interested sources] - Acquisition Plan
Offerors have 150 days to prepare a tender offer: e MO
on the proposed equipment with performanca, ¢
test and logistics support data, contract costs, : . AEB
and offset/technology transfer offers. Upor : | mosocuitonen Moctig! . Services
receipt of the proposal, AEB analyzes the dath : | Distribution of Consolidated . DPA
for the technical performance of the equipment : Proposal Request : KIDA
(T&E) and life cycle cost (cost analyses). In| : (within 5 months) f
some cases AEB, with the services, will perform ¢ . ADD
actual trials of the equipment. As AEB is eval{ - , , :
uating the equipment, the DPA conducts negg- - Pgﬁ‘,ﬁf;’,?iﬁfgﬁ,;’;
tiation with the contractors to include price,| -
possible offsets and technology transfer. : ¢
Once AEB and DPA have concluded their ef} s Tegoren
fort, a COEA will be performed by KIDA. The | : | Evaluation Offset
next steps are selection of the weapon system: B ey
and approval. The AEB and DPA efforts be{ : |DomesticT&E | Transfer
come inputs to the Program Management BY- o
reau and for the Acquisition Council to approve : | ©V¢e%88 T&E | Acduisition
final selection of the contractor. After appro-| - :
val, the firm (or firms) selected will then face| =~ v o
final negotiations with PMB. The factors that| : . .

) - . - | Analysis of Cost Effectiveness
go into selection of a contractor are price (a :
major factor), offsets and O&M impact. It is| : _ PMO

. . . Selection of Weapon System .
anticipated that to strengthen the domestit . Services
defense industrial base, technology transfer and: . © DPA
industrial offsets will play a bigger role in future| - ArerEier BEEher  KIDA
selections of contractors. : ,_ :

Contract Signing

Once the contract is awarded by DifBAhey
provide contract administration, payment and

oversight. The DQAA and the end user’s inspec- Figure 3-20. Acquisition Procedure of
tion office will perform an inspection prior to Foreign-Introduced Weapon Systems
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acceptance of the equipment. PMB and the Seprocurements to SMIs. Increased participation
vice Program Management Group or Progranm parts supply and technology development
Management Team will provide managemenbffer an opportunity for awards to SMis.
and technical oversight of the contractor during
performance. The ownership of data rights is always a con-
tentious issue. The basic MND data policy is
As part of the openness and acquisition refornthat ownership or using rights of part or all of
efforts they have an informal, non-judicial for-the technology (including related software)
um for dissatisfied contractors to voice theiracquired through the government R&D con-
concerns. tracts, belongs to the government. The govern-
ment will also have ownership or using rights
Two other items of interest in the procuremento technology introduced from foreign coun-
system are the socio-economic efforts and dataies or acquired through offsets. In some cases
rights policies. Current policy is to increase thesuppliers may keep licensing rights for techno-
emphasis on contracting with Small-and-logy for a specific period for participating in
Medium Industry (SMI). The MND has set anthe R&D.
objective of awarding 20-30 percent of the
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Chapter 10

TEST AND EVALUATION
(T&E)

Test and evaluation of new systems and equigiest and evaluation will be used. The PMB will
ment is the responsibility of the MND and theissue a Request for Proposal (RFP). The RFP
Services. This is a recent reform in acquisitiorwill require interested contractors to prepare a
policy since it had been the responsibility ofproposal that provides adequate information on
the JCS. the technical and operational characteristics of
the system as well as the information for negoti-
The T&E approach will depend upon the acquiations. The MND will have prepared a Test and
sition method used—R&D or Foreign Procure-Evaluation Plan or in some cases, the Services
ment. In programs where the decision is to gd the program is entrusted to them. AEB will
the domestic R&D route, the first series of testseview and approve the Service test plan. After
are called Development Test and Evaluatiomeceipt of proposals, a working group composed
(DT&E). The DT&E determines whether or not of the MND, the Services and related agencies
the prototype equipment meets the specificawill review and evaluate them. The MND will
tion standards and also the technical levels dhen execute a T&E of the system and conduct
the equipment. Once the equipment has satisegotiations in parallel.
fied DT&E requirements, Operational Test and
Evaluation (OT&E) will be conducted on the The process for conducting test and evaluation
system. OT&E will provide verification that the of a foreign procurement is based upon three
system meets the ROCs and operational suipossible scenarios. Is there enough data extant—
abilities of the Services. In some cases, to sawtevelopment background, test reports, records
time and money, these tests can be performeaf military use—to allow an evaluation of both
simultaneously. the warfighting performance (ROC) and the
logistics support of the equipment? If this is
DT&E is conducted under the direction of thethe case, a database T&E will be performed. If
PMB if it is an ADD effort. If it is supplier enough information is not available, then a
R&D, the supplier conducts the test under thelomestic T&E of the equipment will follow.
management of the Services (or, in some casés ad hocteam led either by the MND or the
ADD). In some cases PMB may have an obseiServices will test and evaluate the equipment
ver team composed of members of MND, thdor its operational capability and adequacy of
Services, ADD and DQAA. OT&E will be per- logistics support. “However, domestic T&E
formed by the Services under the direction ofnay be considered to be completed by partic-
the AEB (or, in some cases by AEB). Normallyipating in foreign military strength demonstra-
ad hocteams will be formed to conduct thetions, such as the international air shows and
tests. international ship shows held in Korea by
friendly nations.® Finally, an overseas T&E
When the strategy is to acquire the equipmenwill be performed with a team sent abroad, if
from foreign sources then a different process fono other method is available.
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The responsible office within the MND for complexity of the system and its role in a joint
T&E is the AEB. The AEB is primarily a policy battlefield. Also, to be considered is the Ser-
office with the services performing the actualvices “effectiveness of organizing and operating
T&E. Execution of T&E may be retained ata T&E team.”

the MND level, or delegated to the Services

and agencies. In some cases, where the MNBfter completion of the operational test, the
involvement is still appropriate, i.e., controlledjudgement as to whether it is “acceptable” or
projects, then AEB will provide direction to the “unacceptable” for combat purposes will be
Services on testing the equipment. This includesiade by the MND for MND controlled projects.
AEB approving the T&E plan. They will also In acquisitions where T&E has been omitted,
supervise the tests. MND will also make thethen the AEB has made a judgement that it is
final determination whether or not the equip-acceptable for combat purposes and will notify
ment meets standards and is suitable for combhoth the PMB and the appropriate Service. In
purposes. In cases where MND has delegatdtle programs which the Services have test re-
T&E responsibility—entrusted projects—the sponsibility, the decision as to whether the wea-
T&E plan and report must be submitted to bottpons are “acceptable” or “unacceptable” for
AEB and the PMB. The criteria used by MND combat purposes (military use) will be made
to determine test responsibility depends upoby the Services. A final test report is provided
the importance of the weapon system, théo both the PMB and the AEB.

3-44



Part 3 — Republic of Korea

Chapter 11

COOPERATIVE ACQUISITION
AND ARMS SALES

“Countries need to cooperate in these areas of activities as it allows
each country to cut down R&D cost, prevent unnecessary over-
lapping of technological development among countries and aug-

ment and complement existing technology owned by respective
countries.” 4

— Mr. Kang, Haeng Jung,
Director General International Cooperation Bureau

Increased international cooperation is a majobusiness environment in Korea to attract foreign
theme of defense reform efforts in Korea. Fromnvestment.
their policy viewpoint, international coopera-
tion reduces their R&D costs, provides acces®Vhile the current emphasis on R&D cooperation
to new technology and advances productioms new, international cooperation is not new to
methods. It also reduces manufacturing cost€orea. The Korean government has used li-
of purchasing new equipment through thecensed production as a means to develop their
introduction of new technology and manufac-4ndustry. “Production by adopting foreign
turing methods, and helps provide an indetechnology that one country lacks is the shortest
pendent defense capability. There is recognitioand most efficient way to lessen the cost and
within the government that defense industryisk of independent developmerit.’Several
mandates “cutting edge technology,” and joinsuccessful production programs with United
production helps provide access to that type dbtates companies were performed, going all the
technology. Finally, it contributes to expandedway back to the 1970s to include the M-16 rifle,
cooperation on defense matters with their alliesand 500MD helicopter; in the 1980s the F-5E/
F and FA-16 fighter aircraft; and in the 1990s
To expand their international cooperationthe UH-60 helicopters, and F-16 fighter aircratft.
efforts, they have increased the number of
countries they are doing business with byThere are two benefits to the change in policy
signing new Memo-randums of Understandingor acquiring new technology—it opens the way
(MOU) (currently 16). In the past, most of theirto mesh their skills and the new technology to
efforts were with the United States. To increaséevelop their industry and it also provides an
future opportuni-ties for cooperation, they nowopportunity for entry into the market of their
make available the “Five Year Defense Plan’partner. How is this accomplished? Internally
which provides information on planned weaporwithin the acquisition system, when a foreign
system needs, budget, and deployment timprocurement is planned, a key element, of the
frame. As will be discussed in the Industrialnegotiation will be the offset provisions of the
Base section, they have also changed theontract. The current offs@olicy applies to
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all acquisitions of $10 million or more. What 90 percent of the military equipment Korea
is an offset? In general terms, it is a conditiorbought from overseas. However the U.S. share
of a buy that requests foreign contractors tdas continued to decrease over the decade. Other
offer compensation in exchange for the contractountries offers of offsets, U.S. restrictions on
In the Korean context, offset policy aims at actechnology transfer and third-party sales have
quiring state-of-the-art technology throughplayed a role in the number of buys going to
technology transfer. But, it can also include buyother countries. One of the issues concerning
back provisions or other forms of reimburse-senior Korean officials has been the imbalance
ment. A typical example could include theof armaments trade between the two countries.
acquisition of aircraft with the agreement thatif a comparison is made over the last six years
Korean firms receive subcontracts for 30 percertietween Figures 3-22 and 3-2Bey show a
of the parts or components of the aircraft. Figuréifference in sales between Korean and the U.S.,
3-2lindicates the amount of offset trade. In thewith the U.S. having a 264 to 1 advantage in
past, the offset policy goal was that 30 percerdales—$5.4 billion to Korea’s $21 millidh.
of the contract value was to be performed in
Korea. The East Asian financial crises hit Kore&orea ranks 30th in the world for export of
hard in the 1997-98 time frame. During thisarms with sales of $30 million in 1998In
period, the need was to enhance the export 099, arms export sales increased climbing to
goods; thus the offset negotiation priority was$200 million#* They export primarily to Tur-
changed from favoring transfer of technologykey, Malaysia, Indonesia, Thailand, Bangla-
to favoring the export of defense industry partglesh, and the U.S. The two primary areas of
and goods. export are ammunition and mobile equipment
(armored vehicles and military vehicles) as well
Korea is primarily an importer of defense equip-as, rifles and guns, and telecommunications
ment, mostly from the U.S. as indicated in Figureequipment. Appendix A shows exports by sector
3-22. Inthe early 1990s the U.S. provided almosind by region. A contentious issue between the

Countries No. of Basic Contract Agreed Amount Rlatio of Off-set
Projects Amount for Off-set Trade Trade (%)
u.s. 185 10,530 3,229 31
UK 31 1,133 495 44
Germany 50 928 328 35
France 15 693 304 44
Italy 23 314 146 46
Holland 18 238 89 37
Others 30 503 231 45
Total 352 14,339 4,892 34

Figure 3-21. Korean MND Offset Trade
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Year u.S. 3rd
FMS Commercial Total Country Total % U.S.
'90 639 763 1,402 90 1,492 94.0
'91 2,709 84 2,793 250 3,043 91.8
'92 263 194 457 285 742 61.6
'93 645 84 729 90 819 89.0
'94 600 194 794 218 1012 78.5
'96 859 393 1,252 362 1,614 77.6
'97 794 226 1,020 1,018 2,038 50.0
'98 373 71 444 81 525 84.6
Total 7,309 2,359 9,698 2,698 12,366 78.2

Figure 3-22. Korea’s Purchase of Weapon System (1990-1998) (Unit: Million Dollars)
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Figure 3-23. Korean Exports Sold Worldwide (6.6% to U.S.)
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U.S. and Korea has been the difficulty in obtainThe United States and Korea have also created
ing permission from the United States governa framework through the Annual Security
ment to export defence material to other coun€onsultative Meeting at the Ministerial level for
tries. According to the Korean Herald, Southtechnology and industry cooperation. The
Korea paid 78 percent of the royalties to theDefense Technology and Industrial Cooperation
United States from the period of 1994 toCommittee (DTICC), which works under the
September 1998. auspices of the Consultative Meeting, has two
sub-committees working technology and in-
Also, according to South Korean defense comdustry. The Technology Cooperation Sub-Com-
panies they have not received a single U.S. gownittee is co-chaired by the Chief of the Tech-
ernment approval to sell weapons to third counnology Cooperation Department in ADD, and
tries. Prior approval is required by agreement®ffice of the Secretary of Defense (OSD), Inter-
with the United State$. national Program Manager for Korea. This
committee yearly evaluates technology cooper-
The regulatory and legal requirements for armation alternatives, and progress on current pro-
exports involve several ministries and laws. Th@rams. For industrial issues, there is the Defense
Ministry of Commerce, Industry and EnergyIndustry Cooperation Sub-committee co-
has responsibility under the “Foreign Tradechaired by the National Defense Industrial
Act” for exports. The Ministry of Foreign Af- Association (NDIA), a U.S. defense industry
fairs and Commerce (MOFAC) is in charge ofnon-profit organization and the Korean Defense
establishing policies and proposing directionndustrial Association.
for disarmament and reviews the possibility of
any diplomatic issues upon exporting certairinternationally, the MND has looked at increas-
items or to certain countries. However, a Koreamg cooperation with other countries. ADD has
firm gets its export license from the MND for a Technology Cooperation Agreement with
major defense materials in accordance with thEBrance, which started in 1993. The Joint Re-
“Special Act Governing Defense Industry.” Thesearch Committee chaired by the President of
Director General of the APB in charge of ADD and the French Director of Defense
control and approval of arms export. They hav&upport Program at the Delegation General For
the responsibility for international cooperationArmaments (DGA) look for opportunities for
in their International Cooperation Branchincreased cooperation and research. They have
including setting up cooperation meetings andix working groups focused on the areas of
agreements (for example, Data Exchangseatellites, communication, shipbuilding, air-

Agreements (DEA), MOUSs. craft, missiles, simulation, and chemical and
biology. In 1999, Korea signed a technology
Technology Cooperation agreement with Turkey for defense industry

cooperation to boost competitiveness of their
The MND has participated in a variety ofdefense industry and cooperative on the export
International Cooperation projects with theof items. Other countries have signed agree-
United States over the years. These projectaents with Korea including: European coun-
range from DEASs (44), Engineer and Scientistries such as United Kingdom, Germany, Spain,
Exchanges (274 Korean and 12 U.S.), co-researétussia, and Rumania; Asian countries such as
(nine projects since 1996), to commercialMalaysia, Thailand, Philippines, Indonesia; and
contracts. the Pacific nations of New Zealand and

Australia.
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Chapter 12
THE INDUSTRIAL BASE

One of the “Tigers” of Asia, the Korea economyrelatively small with the Ministry of National
was touted throughout most of the 1980 and 199@efense depending heavily upon grants from the
for its remarkable successes. Companies such dsited States to acquire U. S.-made equipment.
Samsung, Hyundai, and Deowoo—names now
very familiar to American consumers—Iled theThis started to change in 1969 when Korea was
expansion of the economy. They created the 13olted by a series of events all part of the fallout
largest economy in the world. The Asian financiabf the Vietham War. First, U.S. policy changes
crises dealt a severe blow to the economy requiannounced by President Nixon, the “Nixon
ing the government to seek an International Monedoctrine,” altered the American role in the Pacif-
tary Fund (IMF) bailout. The defense industryic from an active role to one which placed in-
was not immune to the crises. As indicated earliegreased responsibility on our allies for their own
defense modernization efforts were scaled badtefense. Nixon'’s visit to China heightened con-
in the 1997 and 1998 time frames with severaterns in the Park government. Coupled with the
major programs being delayed. Recent economidixon Doctrine was the decrease of grant assist-
news has painted a rosier picture for industry asance, which Korea had relied upon to buy mili-
whole with the economy showing an 8 percentary equipment. Finally, in the late 1970s, Presi-
growth in 1999. Corollary to the economic growthdent Carter’s announced pull out of troops from
is the MND announcement of a new, aggressivhe Korean Peninsula raised concerns about
four-year modernization program, which will reliance on the U.S. for both protection of the
provide an impetus to continued growth in thecountry and as a supplier of defense equipment.
defense industrial base.

In response to American actions, President Park
From a historical perspective, the Korean Waset in motion specific efforts, which were de-
left the country in shambles. Most of the heavysigned to create an infrastructure for developing
industry and electrical power was located in the strong defense industrial base. Heavy, defense
North, while the South was primarily light and chemical industries were targeted for
industry and farming. Real growth of thegrowth. The 1973 Special Act on the Defense
economy did not start until the 1960s, under théndustry was enacted to regulate the defense
leadership of President Park, Chung He. In 196dustry. This law (plus decrees and regulations)
the per capita income for a Korean worker wastill regulates the defense industry today.
$85 per year, one of the lowest in the world.
Through a series of government five-year plansjVithin this changing U.S. /Korean relationship,
which set goals and provided incentives tdegan several decades of cooperative programs.
industry, economic growth and developmenKorea was singled out by the U.S., as one of
started. These incentives also encouraged mononly two nations outside of NATO and Europe
polistic growth of the industry (see Chaebolto be awarded co-production contracts for the
discussion on next page). During this earlyM-16rifle in 1971 and 7.62 ammunition contract
period the Koreamlefenseindustry remained in 1972. Throughout the 1980s, the U.S. and
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Korea collaborated on other successful programaf the country’s yearly exports. As the chaebols
in which they produced conventional weaponsgrew, the small- and medium-size businesses
such as the F-5E/F aircraft, the 155MM gun anduffered. To redress this problem, one of the
in the 1990s, the UH-60 helicopter and F-1Gacquisition reform initiatives has been to
fighter. strengthen the SMI role in the defense business

by awarding up to 30 percent of MND contracts
Korea’s efforts to develop a national defense into them. Closely tied to the SMI initiatives is
dustry have borne fruit. “By 1992 the ROK wasthe MND “Localization Program.” Localization
officially producing 63 percent of its total de- includes substituting items procured or devel-
fence procurement locally; by 1995, this fig-oped from foreign sources to be produced or
ure had risen to 79 percentFuture plans em- developed locally to bolster the local economy.
phasize continued growth of the defense indus-
trial base. Specifically, they plan to continueThe major Korean firms are world-class manu-
transfer of technology for production and recogfacturers. Their market niche has been the ability
nizing the value of a strong research capabilityo produce consumer goods at lower costs. To
plan to strengthen their R&D efforts. Futuredo this, they bought patents and technology from
defense budgets will show increases for R&Dforeign sources, which allows them to quickly
A specific target has been set for 2015, whicloring products to market. A consumer example
will increase the R&D share from approximate-is Hyundai’'s use of the engine developed by
ly 5 to 10 percent. Technologies for aerospac&apan’s Mitsubishi Company for their cars. As
information, shipbuilding and communication might be implied, a weakness of this approach
are the prime target fields. has been to neglect investment in research and

development.
The Korean defense industfysome 120 com-
panies, produces a variety of items ranging fronThe defense portion of their industry has
microelectronic devices, radars, and ammunitiofollowed a similar approach, in this case licensed
to naval vessels, vehicles and aerospace equiproduction—which has the benefit of developing
ment (including the development of T-50 ad-a robust defense manufacturing capability.
vanced aircraft trainer). While the defense inUnfortunately, this also led to less money being
dustry has grown in importance, the real ecomvested in research. With defense work being
nomic and industrial growth has been occurringnly a small percentage of their business defense
in the commercial industry—electronics andresearch has been a low priority.
high technology.

What is the relationship between the government
The major companies involved in the defensand industry? The constitution prohibits the
business are Samsung-Thompson, Koreamationalization of private business, except for
Aerospace Industries (KAl), Hyundai, Hanhwa,national defense or economic emergenties.
Korean Air Lines Co. Ltd., and Daewoo. TheseHowever, the constitution also provides signi-
companies are often referred to by the populdrcant authority for the national government to
term “Chaebol.” The “chaebol” is a big businessregulate and coordinate the econéfiyhrough-
conglomerate, which is based upon familyout the history of South Korea, the government’s
ownership. The “chaebol” was the engine thahand has pressured and pushed industry thus
powered the economic success of Korea. Thelaying a major role in the economic growth
four biggest are Hyundai, Samsung, Daewoapf the country. While the constitution prohibits
and LG which account for nearly 60 percentthe nationalization of industry, the government
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has still played a major management role iMartin/Aerospatiale Matra SA and BAE Sys-
some industries. It has owned business firm3gems/Boeing were to bid against each other to
primarily for economic reasons. These busibuy 30 percent of KAI. As of the writing of
nesses include Korea Telecom Corporationthis book (June 2000) only BAE/Boeing re-
Korean Tobacco and Ginseng Corporation, anchained in the bidding and negotiations were to
Pohang Iron and Steel. Current deregulatiobe conducted over the summer to finalize the
efforts by the Minigry of Trade, Industry and investment and working plans. KAl was created,
Energy; includes transferring to private own-by government direction, by consolidating
ership the three companies just mentioned, plu3aewoo Heavy Industries Co., Hyundai Space
eight other companies by 2004. and Aircraft Co., and Samsung Techwin Indus-
tries Co. This combined company will employ
There has been another significant change in trabout 35,000 people with estimated sales of $700
relationship between the government and indusnillion. To sweeten the pot foreign firms are
try. Recently, the Korean government aggreseligible for various preferential treatments under
sively sought to attract foreign capital by allow-both the “Foreign Investment Promotion Act”
ing foreigner companies to engage in mergerand the “Special Act on Defense Industry.”
and the acquisition of Korean businesses. The
legal basis to increase foreign direct investmenh sum, the Korean defense industry is a small
in Korean businesses was set in 1998 by thgortion of the overall commercial industry. It
passing of the “Foreign Investment Promotiorhas developed a strong manufacturing capabil-
Act.” This law encourages an inflow of capitality, with armament sales increasing tenfold
investment, technology and management knowfrom theearly 1990s to $200 million dollars in
how. Foreign companies will now be able t01999. Thedefense industry will feel the effects
acquire up to 100 percent of a company. Thef globalization with mergers and alliances with
intent of this law is to increase the competi-other national companies that manufacture arm-
tiveness of Korean industries, to include theaments. Future trends indicate increased sales
defense industry. An example of this has beeto the armed forces and efforts by the government
the highly publicized competition for the KAI. to foster the R&D efforts of industry.
Originally a combinations of teams—Lockheed
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48. Lucky Goldstar (LG) 50. Constitution, Article 119 (Regulation and
Coordination).
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Chapter 1
HISTORY AND TRADITIONS

“Singapore is no longer the rough-and-ready port of rickshaws,
opium dens, pearl luggers and pirates, but you can still recapture the
colonial era with a gin sling under the languorous ceiling fans at
Raffles Hotel—Victorian relics—east and west and modernity.”

The Straits of Malacca have been the highwagf Singapore continued to grow with a large
between East and West for over a millenniuminflux of Chinese, Indians and Malays searching
Through these Straits, traders moved commefor economic opportunities. By 1860, the
cial goods such as gold, silk, tea, opium, tobacc&hinese made up
spices, cotton and weapons. The great religiorsver 60 percent
of Buddhism, Islam and Christianity also movedof the popula-
with traders through the Straits into Southeadtion, while
Asia, Japan and China. In the"Gentury, the Malays and{,
great Chinese Admiral Zheng He moved hidndians con- « :
giant ships westward through the Straits expandstituted 13 per- <+
ing the influence of the Qing emperor intocent and 16 percent
Southeast Asia, advancing as far as the coast @spectively, with Europeans making up the
Africa. balance.

About 181 years ago, on 28 January 1819, &the British continued to rule the Straits Settle-
the tip of the Malay Peninsula, at the exit fromments and Singapore until the 1960s, except for
the Straits, a small trading post was establishealshort period of Japanese rule during World War
by Sir Thomas Stamford Raffles of the Britishll. In 1957 Chief Minister Lim Yew Hock asked
East India Company. By 1825 the post, name®ritain for self-government, which was granted
Singaporé,had grown to a population of 10,000.with the first elections in 1959. The People’s
In 1826 Singapore joined with two other townsAction Party (PAP), led by Lee Kuan Yew, won
on the Malay Peninsula—Penang and Malacctne election. Lee became the first Prime Minis-
—to form the Straits Settlements. As increasetker (PM) and Yusof Ishak became the first Head
trade passed through Singapore, it grew moref State.
prosperous and powerful and became the capital
city of the Straits Settlemernts. However, Singapore remained a colony of Brit-
ain. As the PAP leadership entered the 1960s
The British East India Company ruled thethey continued to push for independence and
Settlements until 1858 when responsibilitya merger with the Federation of Malaya. The
passed to the British Government. In 1867 thdalaya Federation included peninsular
Settlements came under direct rule of the BritisMalaysia and Sarawak and Sarah on the island
Home Office as a crown colony. The populatiorof Borneo. From Singapore’s perspective, the
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merger would open up trade with Malaya byThe same leadership team, Yusof Ishak as the
establishing a common market and would lea#resident, with Lee Kuan Yew as the first PM
to independence from Britain. The Malays, and head of Cabinet, led the new government of
particularly the leader, Tunku Abdul Rahmanthe Republic of Singapore. The legislative
feared a communist takeover of Singapore andssembly was renamed the Parliament, and two
believed a merger would diminish this possi-months later Singapore joined the British Com-
bility. The merger occurred on 16 Septembemonwealth. The foremost politician for the re-
1963. mainder of the 20Century was Lee Kuan Yew,
even now, serving as a senior minister and
Tunku Abdul Rahman and his Alliance Partyadvisor to the current PM, Mr. Goh Chok Tong.
headed the new government, now called the
Federation of Malaysia, which was headquar-
tered in Kuala Lumpur. Each state, including
Singapore, had its own government; held its own
elections; and managed education, finance and
labor. The central government was responsible
for external matters such as defence and foreign

policy.

SINGAPORE
- S )
Unfortunately, the planned common market did )
not materialize, Singaporean industry was not
promoted, and the Tunku’s political party, the
Alliance Party, strongly supported their party
members against the PAP in the SingaporeaBingapore is considered one of the cleanest and
elections. Rumors of ill treatment of Malays con-most progressive countries in Asia. It has gone
tributed to violent communal riots breaking outfrom an entrepot to a bustling commercial center.
between Chinese and Malays. Additionally, theAs one of the “Asian Tigers,” it has become an
Tunku wanted to provide special rights forAsian economic power in the last 50 years. Its
Malays in ownership and business, which theconomy has shown annual growth rates as high
PAP could not support. Lee’s decision to haveas 6—7 percent over the last 10 years. Its per
the PAP, 80 percent Chinese, compete at theapita income is one of the best in Asia at
national level meant his party posed a threat t§24,600 From the beginning, the government
the rule of the Tunku’s communal Malay party.has played a key and positive role in all aspects
These factors led the Tunku to decide that Singaf society and the economy. Its efforts have
pore must leave the federation. While Singaproduced a strong manufacturing and tech-
porean leaders—in particular Lee Kuan Yew—nology base. An indication of the strength of the
were reluctant to sever ties, they agreed, and atonomy was its success in weathering the
9 August 1965, Singapore was separated fromecent East Asian financial crises with only
Malaysia and became an independent nation.modest drops in economic indicators.
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Chapter 2

THE GOVERNMENT
OF SINGAPORE

The Republic of Singapore is both a national EXECUTIVE BRANCH
and a city government. It collects trash and plans
for the national defence. Its territory is slightly President
larger than three and one half times the city of
Washington, D.C. Its current population is esti-The President, currently S. R. Nathan, is the
mated at over three and a half million. ThredHead of State and Commander-in-Chief of the
guarters of the population is Chinese, withSingaporean Armed Forces (SAF). This position
Malays and Indians being the two other majohas traditionally been ceremonial, primarily
ethnic groups in the country. Religious issuesnvolving the greeting of visiting Heads of State
are also a major concern for the government witand the appointing of the PM and other minis-
three primary religions—Buddhism (Chinese),ters (with the advice of the PM). In 1993 the
Muslim (Malays) and Hindu (Indians). Chris- method of selecting the President was changed
tians, Sikh, Taoist and Confucist make up th@nd he was given additional constitutional
balance of religious groups. There are foupowers. Now the President is elected by direct
official languages—Chinese, Malay, Tamil andpopular vote for a term of six years. Addition-
English. To further complicate the political life ally, he has the “custodial powefsb veto
and raise security issues, Singapore is sufegislation, such as the budget, and deny ap-
rounded by more than 180 million Muslims in pointments to public office. A part of this new
Malaysia and Indonesia. authority provides the opportunity for the
President to examine the government’s actions
Singapore is a republic within the Britishin the areas of internal security, corruption and
Commonwealth with its constitution dating fromreligious harmony. However, the President must
3 June 1959 but amended in 1965 to reflect itsbtain the advice and recommendations from a
independence from Malaysia. Its governingsmall group of appointed senior advisors, the
structure is modeled on the British parliamentaryCouncil of Presidential Advisors, prior to per-
system, often referred to as the Westminsteiorming these activities. To make his veto final
Model. To provide insight into the acquisition he must obtain agreement by a majority of the
system, we will discuss the executive and legissix member of the Council. “Otherwise, the
lative branches of government and their role ilGovernment can overturn the President’s veto
defence and acquisition issues. To complete thaith a two-thirds vote in Parliamertt.”
governmental structure picture, the judicial
branch consists of the Supreme Court, separaldot everyone in Singapore can run for President.
from the other branches, with subordinate court®A Presidential Election Committee must screen
The Supreme Court has the constitutional recandidates for the requisite experience, repu-
sponsibility to determine whether or not lawstation, good character and integrity. In 1999 the
comply with the constitution. Its legal system isgovernment found only one suitable candidate
based on the English common law tradition. and appointed (elected) Mr. S. R. Nathan as the
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new President for a six-year term. Even with thelected members of the majority party in Parlia-
new constitutional powers, the position ofment. In Singapore, since the founding of the
President has remained primarily ceremonial. Republic, the majority party has been the PAP.
The PM heads the cabinet and chairs cabinet
Prime Minister meetings. The Cabinet sets government policy,
and the individual ministers direct the depart-
The Head of Government and Chief Executivanent and ministries within their portfolios. The
of the country is the PM, currently, Mr. Goh cabinet is responsible to Parliament. The Office
Chok Tong. As is typical of British-style gov- of the PM coordinates and monitors the activi-
ernments, the PM leads the cabinet and iges of all ministries and government bodies
normally the leader of the majority party in theand also directly supervises the Corrupt Prac-
Parliament. The PM nominates cabinet membeices Investigation Bureau and the Elections
and determines their portfolios, which are themepartment.
approved by the President. The PM has the
authority to remove any cabinet member. He als®he Ministry of Finance (MOF) could be des-
chairs the Defence Council (DEFC@)e chief cribed as the first among equals. This ministry
military body in the country. This body advisesplays an influential role in the development of
the PM on security matters and decides the nednidgets within every agency. Yearly, each
for armament programs with significant political ministry must present a detailed proposal of its

and economic concerns. spending needs for the next fiscal year (FY). The
MOF will then provide approval f@ubmittal to
The Cabinet the Cabinet and then the Parliaméngure 4-1

shows the current cabinet of Singapore.
The Cabinet is the executive and administrative
arm of government. Cabinet ministers are

Prime Minister, Mr. Goh Chok Tong Minister for Communications and Information

. - Technology
Senior Minister, Mr. Lee Kuan Yew

. - . Minister for Trade and Industry
Deputy Prime Minister, PM’s Office

. - - Minister for Manpower
Deputy Prime Minister and Minister for Defence,

Tony Tan Minister for National Development
Minister for Law and Minister for Foreign Affairs Minister without Portfolio
Minister for Finance Minister for Health and Second Minister for Finance

Minister for Information and the Arts and Environment Minister for Community Development and Muslim

- . Affairs
Minister for Home Affairs

Minister for Education and Second Minister for
Defence

Figure 4-1. Cabinet of Singapore
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LEGISLATIVE BRANCH The Budget

Parliament The defence budget is part of the overall govern-
ment budget. In February of each year, the
The legislature of Singapore consists of both thexecutive branch of government introduces the
President and Parliament. Members of Parliabudgetto the Parliament for passage prior to
ment (MPs) are elected by general election evehe beginning of the fiscal year—AprilfIlhe
five years or less, if the legislature is dissolvedannual debate on the Budget Statement begins
In the last general election of 1997—the PAPsometime in late February or early March and
won 81 of 83 seats. While there are over 20asts from two to seven days. Debate tends to
registered political parties in Singapore, the PABe “big picture” primarily focusing on the gov-
was the majority party in the Legislative ernment’s fiscal policy. This is followed by de-
Assembly (pre-nationhood) and the Parliamenbate on the Estimate of Expenditures for each
since its inception in 1965. Thus the PAP hasinistry, including defence. Following debate
been the only party to form a government sincés the passing of the Supply Bill (budget). Since
the beginning of the nation. adoption of the Supply Bill only requires a
majority vote, the ruling party, in this case the
Most MPs are elected by universal adult sufPAP, is assured it will always pass. Like all other
frage. However, Parliament has two other cataills, it goes through the normal legislative pro-
gories of members. They are Non-Constituencgess. The government introduces it; it is delib-
MPs (NCMPs) and Nominated MPs (NMPs).erated in three readings; then passed by majority
Up to six NCMPs may be appointed from op-vote. Once passed, the bill is sent to the President
position political parties, while NMPs, who for approval.
serve a two-year term, are appointed by the
President to provide a wider representation oBecause of the multi-racial and multi-religious
views in Parliament. nature of the Singaporean society, prior to
presidential approval, laws are sent to the Pres-
Singapore’s approach to the election of MPs igdential Council for Minority Rights to deter-
somewhat different from the traditional British mine their impact on the religious or ethnic
model. Only nine MPs are elected by direccommunities within the country or its impact
election. The remaining 74 members are electeah the fundamental rights of citizens. The Coun-
in teams of four to six, called Group Represeneil’s advisory opinions carry significant weight,
tation Constituencies (GRCs). In these teamsince bills must be revised, or passed by two-
at least one member must be from a minorityhirds approval of the Parliament to overcome
group—Malay, Indian, or a member of one ofany problems. The Council, however, has no
Singapore’s other minorities. The group reprepower over money bills (the budget), defence
sentation constituencies were introduced in thand security issues, or urgent legislation.
1988 general election to ensure the parliament
represented Singapore’s multiracial societyRole of Committees
Further, all debates and discussions in Parli-
ament are conducted in Malay, English After the second reading of a Bill, the Bill is
Mandarin, or Tamil. sent to a committee for review and changes, if
necessary, and then the final bill is reported out
of committee for its third reading. The Parliament
of Singapore has two types of committees—



A Comparison of the Defense Acquisition Systems of Australia, Japan, South Korea, Singapore and the United States

Sessional Committees and Select Committeeé position in the civil service is a desired job
Currently, there are seven Sessional Committedsading to a successful career and providing an
covering a variety of parliamentary functions.opportunity to be considered among the elite of
They are the Committee of Privileges, Com-the nation. The general structure of each ministry
mittee of Selection, House Committee, Publias to have a politically appointed Minister with
Petitions Committee, Standing Orders Comi{wo assistant secretaries—one political for
mittee, the Estimates Committee and the Publiparliamentary affairs, and the other, a senior civil
Accounts Committee. The only two that play aservant for administrative affairs. Organiza-
role in defence issues are the Estimates Cortionally, the senior civil servant in each ministry
mittee, which examines the government’s budis the Permanent Secretary. The Permanent Sec-
gets, and the Public Accounts Committee, whicletary, not the Minister, is the “accounting
examines government expenditures. There awficer” for the ministry and thus has significant
a severalad hoccommittees called Select power. “The accounting officer is responsible
Committees, which are created to seek out viewsr the ministry’s budget and its expenditure, as
of the general public on legislation. There is avell as the proper accounting and management
third type of committee, called the Governmenbf public money and assets.”
Parliamentary Committee (GPC). These com-
mittees, one typically for each ministerial port-More than 60,000 government employees work
folio, such as defence, are designed for twan the ministries or quasi-public statutory board
purposes. First, the committees provide fora foor public enterprises. The civil service, as is
public discussions on government activities andypical of all civil services, provides the insti-
secondly, they provide opportunities for legis-tutional continuity and the management of the
lative “back-bencher8”to gain experience on ministry. Recruiting from the best local univer-
issues and obtain visibility with the citizenry. sities is intense with the rewards being special
scholarships for study at home and abroad, and
The Role of the Civil Service future jobs that allow those selected to make a
significant impact on the nation. Only those
The Singaporean civil service’s contribution toscoring the highest on very competitive written
the nation has been enhanced by its “squealgkxams are selected for the civil service. They
clean” image. Since the founding of the countrygnter one of four hierarchical divisions of the
the national leadership has emphasized honestyil service. In some cases, they may enter
and dedication to meeting national needsDivision I,*! the professional level, which in-
Bolstered by a Confucian and British traditioncludes the permanent secretaries. The next two
of service to the country and aided by high salazategories, levels Il and Ill, contain the largest
ries to help avoid temptation, the civil servangroup of civil servants who perform the routine
has played an active role in shaping both thevork of government. Division IV contains those
economy and society. involved in manual and semi-skilled labor.
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Chapter 3

THE MINISTRY OF DEFENCE
(MINDEF)

The Minister of Defence and Deputy PrimeAccording to the Asian Military Review, Sing-
Minister is Dr. Tony Tan. As shown in Figure 4-apore has been the top Association of Southeast
2 he is currently assisted by two politically ap-Asian Nations (ASEAN) in acquiring defence
pointed personnel, the Second Minister for Deeapability** Overall, the MINDEF receives ap-
fence and a Minister of State for Deferi¢e. proximately 25 percent of the total government
There are twdPermanent Secretarie¢senior spending, which in 1998 was S$7.3 billign,
civil servants), one for Defence (coordinatesquating to 5.1 percent of the Gross Domestic
defence and security policies) and one foProduct (GDP). By law the military budget can
Defence Development (development, technolbe as high as 6 percent of the GDP. In 1998 20
ogy and administration). The Chief of the De-percent of the budget, or $775 (U.S.) million was
fence force reports to the Minister and man-earmarked for development and acquisittdrhe
ages thenilitary component of the Ministry, the FY 99 budget remained stablesst7.3 billion®
Singaporean Armed Force (SAF). In FY 2000, the MINDEF budget wagreased
slightly to S$7.4 billion (4.5 percent of GDP).

Minister for Defence
Dr. Tony Tan

Second Minister for Defence

Minister of State for Defence

Permanent Secretary (Defence) Chief of the Defence Force

Permanaent Secretary
(Defence Development)

Figure 4-2. MINDEF Organisation Structure
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The total “Security and Defence’'utiget for operations for the three services. Its principal
Fiscal Year 2000 is S$9.6 —S$7.4 to MINDEFcomponents are the Joint Operations and Plan-
and the rest—S$2.2 billion—for security relatedning Directorate (JOPD), the Joint Intelligence

housing and civil defence type activitigs. Directorate (JID), Headquarters Medical Corps
(HQ MC) and the Singapore Armed Forces
Singapore Armed Forces (SAF) Training Institute (SAFTI) Military Institute.

The SAFTI is an indication of the integrated
The military component of the MINDEF is the efforts of the SAF. The SAFTI is the single mili-
SAF. The SAF comprises the Army, the Repubtary academy for all three services providing a
lic of Singapore Navy (RSN) and the Republigjoint perspective to future young officers. The
of Singapore Air Force (RSAF). The SAF isJoint Staff also includes personnel in the Man-
commanded by the Chief of Defence Forcgpower Division and the Defence Technology &
(CDF) assisted by the Joint Staff. The CDFResource Office under the control of the Perm-
exercises command over the three Serviceanent Secretary (Defence Development) (see
Chiefs. The SAF’s 50,000 military membersFigure 4-3).
include both regulars and full-time reserves,
called National Servicemen (NSmen). Over
250,000 reserves are members of the National CIVILIAN COMPONENT
Service.

The executive arm of the MINDEF is headed
The Joint Staff by a Permanent Secretary (Defence PS (D)), who

is assisted by the Permanent Secretary (Defence
The Joint Staff plays a significant role in set-Development). The Permanent Secretary De-
ting priorities, and planning the training andfence Development, Mr. Peter Ho, manages the

Army Chief
Chief of Defence Force .
SAF Joint Staff L Navy Chief
| | | Air Force Chief
Joint Joint Commandant
Operations Intelligence SAFTI Military
and Planning Directorate Institute

Directorate

[ N 1
Chief Director Resource
Medical Manpower Planning
Corps Division Office

Figure 4-3. Singapore Armed Forces (SAF)
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Permanent Secretary
(Defence)

Executive

Permanent Secretary
(Defence Development)

Arm

Deputy Secretary Deputy Secretary Chief Defence Deputy Secretary
(Administration) (Technology) Scientist (Policy)
Defence Defence Defence
Administration Technology & Administration
Group Resource Office Group

Figure 4-4. MINDEF Organizational Structure

acquisition system and would be considered thand contractors, and for planning and adminis-
National Armament Director (NAD) for Sing- tration of the defence budget. They are also
aporet® Reporting to the Permanent Secretaryesponsible for management development,
(Defence Development) are two Deputy Sectraining, and legal services.
retaries for the Defence Administrative Group
(DAG) and the Defence Technology and ReDefence Policy Group (DPG)
source Office (DTRO). Deputy Secretary Policy
manages the Defence Policy Group (DPG) an@ihe DPG is headed by the Deputy Secretary
reports to the PS (D). The Chief Defence Sci{Policy) who is responsible for matters con-
entist also reports to the Permanent Secretaperning security, defence relations and infor-
(Defence Development) and provides scientifianation policy. DPG provides top-level policy
and technical advise on defence technology faguidance. It is also the focal point for export
both the MINDEF and the SAF. (SEmgure 4-4 policy and staff requests for military exports to
for organizational structure.) the approval authorities, generally at the
Ministers level.
Defence Administrative Group (DAG)
Defence Technology & Resource Office
DAG is headed by a Deputy Secretary (Adminis-
tration) who oversees five divisions with respon-DTRO is headed by the Deputy Secretary (Tech-
sibility for manpower, personnel, financial nology). DTRO (see Figure 4-5) is the strategic
matters such as payment of salaries, supplie@anner, technology manager and promoter for
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the MINDEF. They provide top-level policies, the Defence Science and Technology Agency.
plans and budgets and coordinate activities with

Director
Technology Technology Systems
Plans Policy

Figure 4-5. Defence Technology & Resource Office (DTRO)
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Chapter 4
THE ACQUISITION

ORGANIZATION

DEFENCE SCIENCE AND
TECHNOLOGY AGENCY

in 1997 with the creation of the DSO National
Laboratories. This change provides more man-
agement flexibility in hiring and retaining per-
In 1999 the Parliament of Singapore passed thennel and forming strategic alliances with in-
Defence Science and Technology Agency Actdustry and research institutions. Allied to this
The act created the Defence Science and Tecbhange is a re-engineering of the organization
nology Agency (DSTA), as a statutory board, tdo improve processes and systems to cultivate
more efficiently and effectively manage thean environment conducive to fostering greater
acquisition of materials. This is part of theinitiative and creativity. The Ministry retains

“corporatizing” efforts that the MINDEF began control over planning and funding.

Chief
Executive

Deputy Chief Executive Deputy Chief Executive

(Operations) (Strategic Development)
r---—-———H——H——"~"FF F—"—"F«"—"""—"""F(—"™"""""""""""""""(~"—"""—"—"————— A
I I
| | | | |
| Systems Plans/ Defence International |
| Engineering Clo Technology Office Relations |
I I
I I
| I I I | |
: Human Corporate Internal Industry :
| Resource Services Audit Development |
b -

Figure 4-6. DSTA Corporate Entities
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DSTA is an agent of the MINDEF and, as suctdevelopment audit and administration and
it acts for the MINDEF in acquisition matters. personnel (see Figure 4-6). DSTA also has two
It employs almost 2,400 personnel in theDefence Technology Offices: in Washington,
acquisition of materials, technology and infra-D.C. in the United States and Paris, France. They
structure necessary to support the needs of thdll also provide a technology road map for
SAF. It will also manage the implementation ofDSTA's research efforts. The two Defence Tech-
the science and technology plans of thaology Offices also serve the direct interests of
MINDEF. DSTA is the successor organizationMINDEF besides DSTA. The Defence Industry
to the former Defence Technology Group (DTG)Department has responsibility for the indigenous
and was formed on 1 April 2000. A Chief Exe-defence industry development and sustenance,
cutive, who is supported by two Deputy Chiefto include transfer of technology and know-how
Executives, one for Operations and one foto local industry.
Strategic Development, leads DSTA.

Line Organizations
Corporate Structure

DSTA consists of seven line Program Man-
The DSTA Corporate Headquarters consists adigement directorates and four Line Develop-
eight directorates or offices responsible forment, or productions units (SEgure 4-7). The
system engineering, planning, informationphilosophy behind the new structure {%&o-
management, international relations, industrgramCentric Structure” focusing arounccare

Chief
Executive
ISR C_h|ef Deputy Chief Executive
Executive ;
0o : (Strategic Development)

(Operations) F————— 1
r—-r—m—mn———--r--—--"""—-—--—-—— A | CSO |
| | | Syst |

| ystems |
] | | ! |
| Air Naval Land Defence Info | | | SCO ||
|| Materiel Materiel Materiel Systems | | L |
| | I DMRI I
I (I |
| Building & Directorate By [ DSO |
| Infrastructure of R&D | | National |
| [ Labs |
I Line Programme Management I I Line Development I
L - - - 4 L— - 4

Figure 4-7. DSTA Organisation Structure — Less Corporate Entities
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of integrated program management teamsDefence Procuement Drectorate (DPD)
Closely allied with this theme is the need for a

customer focus. DBA will designate senior DPD is responsible for the procurement of
managers to see as“Account Managers” to materials and services for MINDBEIt is also
their customer—MINDE, the Joint St and  the central authority for disposal management
the three ServiceFhree of the Program Man- for the Ministry (see Procurement section for
agement manizations—Ai, Land and ldval—  more information on DPD).

are aligned directly with their service custom-

ers within SA=. The Defence Information Sys- Directorate of Research and Brvelopment
tems (DIS) will manage Joint and MINDEF in- (DRD)

formation programsThe three remainingrga-

nizations are focused tilding and infrastruc- DRD is the R&D manager for the MinigtDRD
ture construction and management, redeand  has responsibility fdouilding up critical R&D
development (R&D) of ew technologies and capabilities within the countr Their work in-
Procurement. DBA's responsibilities span the volves technology anekploratory avelop-ment
entire spectrum of a weapon system, from remanagement to incluaeersight of technology
search, dwelopment and acgsition of rew and exploratory cevelopment projectsThis
systems to mofiication and pdatingexisting includes fostering cooperation with both
systems. The role of eacinganization is fur- international and local R&D academic institu-

ther described belv. tions. It plays a role similar to the Defense
Advanced Research Projséigency OARPA)
Defence Irformation Systems (DIS) in the United States.

Directorate
Building and Infrastructure Di rectorate
DIS provides program management for joint andBID)
service command, control, communications,
mission planning, computer and simulationBID is responsible for the planning, designing,
systems throughout the ligcle of a system. developing and maintaining of defence facilities.
The rave handled a wide range obtiilding
Line Service Centric Program projects to includéuilding the rew Changi
Management Qrganizations Naval Base which can berth aircraft carriers.
Many of these operational facilities are among
TheAir, Naval and Land Materiel Directorates the first in this egion and areouilt with pro-
are the Program Managers fawnequipment tecive capabiliy. BID is also the authority for
or systems acquisition¥hey perform market conductingexplosve testing for protecte
research, e/elop the acquisition stragy, eval-  technologies.
uate dfers, select the contractor and manage the
project once DPD hamvarded the contract. Its
multi-disciplined and technically competent LINE DEVELOPMENT
engineers &ve delvered defence systems such
as thePatrd Vessel, Upgraded F5 Fighte Line Development includes the Systems and
FH20Q@ Artillery Gun, Bar& Anti-missile Computer @ganization (SCO) which has
Missile, and Ifantry Fightirg Vehicle. responsibility for Management Information
System (MIS) softwareadelopment, Command

4-15



A Comparison of the Defense Acquisition Systems of Australia, Japan, South Korea, Singapore and the United States

Control, Communication, Computer, Intel- better service to the MINDEF and SAF. Cur-
ligence (C4l) software development, the Derently they provide support for Technology
fence Medical Research Institute (DMRI), Development, Exploratory Development and
previously part of DAG, and the Defence Sciencé-ull Scale Development. Their research efforts

Organization (DSO) National Laboratories. cover a wide variety of areas, such as aero-
nautics, signal processing, chemical defence,
DSO National Laboratories computer networks, electro-magnetic, materials

and mechanics. As shown in Figure 4-8, DSO is
The DSO National Laboratories are an affiliateded by a Chief Executive Officer (CEO) with a
company of DSTA. DSO’s 500 engineers hanmanagement team that includes three Direc-
dled over 400 projects and generated revenuers—Corporate Affairs, Research and Ad-
of $198 million in FY 1998, conducting R&D vanced Development. Twelve centers, each
in science and technology to support Singareporting directly to the CEO, are shown below.
pore’s defence and to contribute to the economic
development of the country. DSO was “corpor-The DSO does a significant amount of research
atized” in 1997 as a not-for-profit company towith local industry, universities, and research
enable them to attract employees and providastitutes, such as Nanyang Technical University

Director,
Research
Director, Chief
Corporate Executive
Affairs Officer .
Director,
Advanced
Development
Centres
Advanced Communication Electronic Radar Systems Unmanned
Warfare . .
Systems Systems Systems Systems Engineering Systems
Centre Centre y Centre Centre Centre
Centre
Advanced ;
Eelctronics & Chemical Decision Eelctro- In;org::r:;c;n Physical
Signal Defence Support magnetics Sy . Sciences
; ecurity
Processing Centre Centre Centre Centre Centre
Centre

Figure 4-8. DSO National Lab Structure
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(NTU) and National University of Singapore Director (Operations). They have nine technical

(NUS). They also have established internationalivisions which are organized by services needs
partnerships with other countries such as thand by technical functions that cross service
United Kingdom—Defence Evaluation andspecific lines, such as dual use systems, simu-
Research Agency (DERA), France—Délégationation systems, and information systems. They
Générale pour I'Armement (DGA) and thecovers all stages of the system development
United States—Naval Postgraduate Schooprocesses from planning, design, development,

(NPS). integration and testing to operations and support
engineering.

Systems and Computer Organization

(SCO) Directorate Defence Medical Research Institute
(DMRI)

The SCO’s more than 400 employees provide

the MINDEF with the capability to develop and DMRI is a medical research institute with re-
maintain the latest in Information Technologysponsibility to coordinate and conduct human
(IT). They are the planner, architect, systenscience and biomedical research. This is done
developer and maintainer of MINDEF infor- with the view of enhancing safety, survivability,
mation systems. They are also a service providand performance of service personnel. Their
managing computer centers for the internet anthree divisions—Applied Physiology, Human
email network. The range of their respon-Factors and Molecular Genetics—follow
sibilities includes the Tri-Service Integratedworldwide military medical developments.
Logistics Management Information System,They also have three research facilities—
Training Systems, Financial and AccountingApplied Physiology, Human Factors and
Management and many others MIS systems. Molecular Genetics Laboratories.

The Command, Control, Communications DSTA's Linkage

& Computer Systems Organisation (CSO)

Directorate Figure 4-9 provides a visual depiction of the
relationships between DSTA and the many

CSO'’s 400 engineers provide engineering suparganizations involved in acquisition. In this

port for command, control, communications,new operating environment they will seek to

mission planning, computer and simulationfurther strengthen their relationships both with

systems throughout the life cycle of a systemlocal industry and research organizations,

CSO is headed by a Director who is assisted byternational partners both governments and

a Deputy Director (Technology) and a Deputyindustry.
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MINDEF/ Collaboration
SAF Policies
. Foreign
International EEETTETE
Defence .
Industry Defence Policies,
Systems & Plans &
Capabilities Budgets
Collaboration &
Procurement
R&D
Collaboration DSTA Procurement > International
Research &
Technology Academic
Partnership Institutions
Local “ztlr;tsgrlf Procurement
Research &
Academic
Institutions )
Strategic
Local Alliance
Defence <
Industry

Figure 4-9. DSTA's Linkages
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Chapter 5

REQUIREMENTS, PLANNING,
AND BUDGETING

Requirements Generation Ministry. Originally, the Singaporean defence
approach was termed “Forward Defence,” which
The first step in any acquisition is the developwas modeled on the Israeli approach and
ment of an operational need. This starts on thenvisioned pre-emptive strategy based air su-
military side of the organization—the SAF— periority, armor and mobility. Today, “Total
where operational needs and weapon systeMefence” calls for a small, well-equipped mili-
requirements are developed within the Servictary force backed by a large well-trained reserve
Headquarters’ Plans Departmelit®nce aneed force and an extensive civil defence organiza-
has been conceptualized, the armed forces willon to deter or overcome aggression. “Total
staff their requirement papers for discussion an®efence” is a broad-based national plan with
approval to their respective Service Chiefs othe following five key aspect:
Staff, usually at a staff meeting. An approved
item then goes to the Joint Staff for validating e+ Psychological Defence
the military need and prioritization. It then
moves on to senior levels within the MINDEF
for approval as a “project” to garner funds
enabling it to become an acquisition program.
The approval level of the requirement, depen-
ding upon dollar value, will be at a committee
meeting of the Committee for Review of Re-
quirements (CRR) chaired by the Deputy Sec-
retary, the Weapon System Committee (WSC)
chaired by the Permanent Secretary or the Headetal defence requires a strong economy, well-
guarters Committee chaired by the Ministerprepared military, harmonious societal relations,
Once a project is approved, the Specific Opereemergency response, and commitment to
tional Requirements (SOR) document will beSingapore.
submitted to the DTG for acquisition.

Social Defence

Economic Defence

Civil Defence

Military Defence.

Within the “Total Defence” concept the armed
Planning and Budgeting forces develop a Long-Term Plan (10 Years) and

a Five-Year Plan which covers the requirement
The overall framework for defence planningneeds of the armed forces. Yearly, each service
includes two related concepts “Diplomacy andsubmits its 5-year and 10-year plan in which
Deterrence,” which have been articulated for moreequirements are identified and justified in a joint
than 20 years by senior government leadergsorum. Priorities are set centrally by the Joint
“Total Defence” provides the overarching guidancestaff with the JOPD as the responsible ang
for the capital equipment investments of thezation. To implement the long-term plans a more
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detailed two-year Procurement Plan is developeestimates then go to the MINDEF, the Defence
between the Services and DSTA, which idenFinance Organisation (DFO) within the DAG,
tifies the individual projects that will be funded which inturn submits its estimate to the Finance
and acquired. All plans are classified. DSTA themMinistry in November. After MOF approval, the
converts operational needs, as described in thestimate is sent to the cabinet in the December-
SOR, into various technical options, includingJanuary time period. After cabinet approval, the
the acquisition methodology, which in turn isbudget is submitted in February to Parliament.
approved at the appropriate level.

Once the Supply Bill (budget) becomes law,
“Many countries determine their defence budgetunds are allocated for new investments to the
the conventional way, that is, by basing it on aMinistry and, in turn, to the Services. Thus, each
assessment of threats. Singapore uses an uncaetvice, in accordance with the approved plans
ventional method—its defence budget is fixechas responsibility for spending money based on
at 6 percent of the GDP, the level needed yearlys investment needs. The services can make
for sustaining and strengthening its defenceninor adjustments to allow for unplanned
capability.®® With the 6 percent as a cap, theevents. No specific line item exists for R&D.
yearly budget activities, as depicted in FigureRather a project comes with “funds” and then a
4-10, begin with the Services preparing theidetermination is made to develop a new item or
budget estimates in the May—July time framéuy an existing item.
and submitting them to the JCS. The budget

May—July Budget Estimate
July—August JCS Review 4—
September—October —P MINDEF Review
November—December Finance Ministry Review ¢—
December—February —P Cabinet Review & Approval
February To Parliament —

Figure 4-10. MINDEF Planning and Budgeting Process

4-20



Part 4 — Republic of Singapore

Chapter 6

THE DEFENCE
ACQUISITION SYSTEM

The Singaporean defence acquisition system hasimarily aircraft from the United States, are the
evolved over the last 35 years from one of aecond priority. Over the last 10 years the
“smart user” to a “smart buyer” and now movingMINDEF has spent almost $2.5 billion buying
into the realm of a “system designer andJ.S. fighters—F-16, A-4s, F-5s, transport—C-
integrator.” This requires the development of1l30s, reconnaissance and air control—E-2s, and
policies, procedures, personnel within thehelicopters—CH-47s, and UH-FsFinally, if
government and nourishment of a defencehe first two approaches are unable to satisfy
industry capable of developing and producinghe military requirement, they will embark on a
sophisticated defence equipment and system.development program. The Singapore govern-
ment has shown increasing interest acdl
So far, we have described the acquisition orggeromotion with efforts in the develapent of
nizational structure and the planning @rd- new naval vessels such as the Victory class
gramming necessary for acquisition of newcorvet, the new Fearless class of patrol vessels,
equipment. Now we will switch to the poli- and the Bedok class Mine Counter-Measure
cies, procedures, management approach andessel (MCMV). Overall sales to the local
education of acquisition professionals. defence industry were less than S$500 million
out of a 1998 Defence Budget of S$7.3 billion.
There are three general approaches to finding
the most cost-effective way to acquire a newProcedurally, once the Services have provided
capability—upgrade current equipment, buytheir SOR, their operational need, and a prior-
new existing equipment, or develop a new itemitization of the project, the DSTA will convert
the operational need into various technical
The first course of action the MINDEF would options. Based upon the available technical
evaluate to enhance their military capability isoptions, an acquisition methodology or approach
to upgrade existing equipmetitln imple- (e.g., local development) will be determined and
menting this policy, concerted efforts have beeendorsed at one of the regularly schedule meet-
made to upgrade aircraft such as the A-4 and kag of the Approval of Requirement Forum
5 fighter upgrades and C-130 tankers and armfAOR).2* By U. S. norms a unique feature of the
tank upgrades for the AMX-13 and M-113process is the AOR approval of the entire pro-
Armored Personnel Carrier. If an upgrade igram including a commitment to long-term
impracticable, then the policy is to acquire newbudgeting. “Once the Singaporeans authorize a
equipment. “Indigenous development programgroject you can be sure they are committed to
must stem from a bona fide military requirementt.” ° Although the budget still has to be justified
that cannot be satisfied through import pureach year, a program that meets its requirements
chases,” said Su Guaning, Deputy Director ofvill not suffer the financial uncertainty that often
DSTA22Equipment purchases, which have beexists in other countries.

4-21



A Comparison of the Defense Acquisition Systems of Australia, Japan, South Korea, Singapore and the United States

Once approved, the DSTA will begin acquisitionmade to embark on a development effort to field
of the equipment or weapons system. The acqua system that would meet the Army’s demanding
sition approach for existing items and overseagarameters. STA and acquisition engineers spent
purchases are discussed in the Procuremethie next couple of years working on early pro-
section. totypes of a lightweight, highly mobile, well-

protected IFV. After many trials with these early
In those cases where a new development @ototypes, the MINDEF awarded a contract for
required, the equipment or system will take thehe final prototype and pre-production models
following route—planning, design, develop-in January 1995 of the IFV, which is now nick-
ment, integration and testing, and then operaaamed the BIONIX. In September 1997, seven
tional deployment and support. The first part ofyears later, the first article units were rolled off
the process—planning, design, developmerthe production line. After successful trials,
integration and testing—can take a long perioghroduction delivery began in 1999 with the
of time. “Typically, from conceptualization delivery of 300 units.
to...operational deployment, a total cycle time
of 10 years may be requiretf. The Infantry While planning, developing, and testing are the
Fighting Vehicle (IFV) is a good example of this. normal activities of acquisition in the MINDEF,

as in other defence acquisition organizations, it
In the late 1980s, the Army decided they needeldas a “formal” division of acquisition activities
a new fighting vehicle. The acquisition organi-into phases. The four phases are depicted in Fig-
zation, with the Armyconducted a market ure 4-11. Front-end Planning, Operational Re-
survey of existing platforms. None met the touglguirements, Engineering, and Program Imple-
operational needs of the Army. The choice wamentation phases. The first three phases mostly
to settle for meeting only some of the requirecover the research and planning necessary to be-
ments by upgrading an existing platform orgin the development or acquisition of a system.
buying a new one. At the same time local in-The phases are system specdgeach program
dustry—Singapore Technologies Automotivewill vary based on the amount of time and effort
(STA), on its own initiative and at its own cost, required for each phase. The following paragraphs
produced a sample to demonstrate the capabilitpclude a discussion and explanation of the
to meet the SAF requirements. The decision waactivities that take place during each phase.

*

Front-End Operational Engineering Programme Implementation Phase

Planning Req;irrlzr::nts Phase Development/Production/Operation

* Decision Point: Approval of Requirement (AOR) Committee

Figure 4-11. Acquisition Process
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Front-end Planning Engineering Phase

This phase primarily involves the search forThe design in this phase is solidified. The re-
technologies to enhance operational effecquired engineering specifications are completed,
tiveness. DRD, the Service, and other officesncluding technical performance and interface
within DSTA, such as Air Materiel are all with other systems. Technical trade-offs and
involved during this phase. They will participatevarious technical options are considered. This
with researchers from industry, from theis the crucial stage because the selection of the
National University of Singapore (NUS) andfinal contractor is made during this phase. The
Nanyang Technological University (NTU) and PMO will determine the technical worth of in-
others?” A Joint Fund is created from which the dustry proposals. Not only will cost be evalua-
costs of each project are paid. ted, but also engineering performance, quality,
and the contractors implementation approach.
The work in this phase is sometimes based uporhe selection of the final contractor is often a
military requirements (demand-pull) and sometrade-off since existing vehicles usually do not
times based upon technological opportunitymeet all the requirements needed by the military.
(technology push). “Currently, MINDEF does
set aside a portion of its R&D funding for theProgram Implementation Phase
exploration of future technologies and system
concepts to ensure a good balance betwedrnis is the final phase and entails the expenditure
technology push as well as the demand pull. Thatf significant amounts of work and money. The
is, what the users want today and what thappropriate PMO manages the system develop-
technology can offer perhaps tomorrow. Thignent or production to ensure project completion
has been an integral part of MINDEF’s policyon time and within budget. If it is a C4l system,
on research and development for many yedrs.”DIS is the program manager. Various major acti-
It is recognized that the known needs of theities occur during this phase beginning with
customer must be met, but also that the techull Scale Development, test and evaluation of
nologist has a role in identifying and researchthe equipment and then its production and entry
ing improvements that will increase military into service. There are several design and testing

capability. steps that a product must go through. During
Full Scale Development, the Preliminary Design
Operational Requirements Phase Review (PDR) and the Critical Design Review

(CDR) are the “go, no-go” points for continuing
It is during this phase that the armed forcesvith a project. Next acceptance and reliability
specify their operational requirements in thdests and installation and integration checks are
SOR. The DSTA will take these requirementonducted to ensure that the system meets its
and conduct exploratory studies to flesh out theontract requirements. From that point, the
requirement and in some cases develop prot@rogram will “transition to production.” The next
types to demonstrate technical capability. Théwo key events involving the SAF are the Initial
DSTA Program Management Office (PMO) in Operational Capability (IOC) and Full Opera-
the Land, Air and Naval Directorates will be tional Capability (FOC). 10C is the date when
involved in this phase. the system is first introduced into an operational

unit with appropriate training of personnel

completed and logistics support available. With
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final delivery of all equipment to operational of equipment, which is conducted by the con-
units, the SAF will achieve FOC. tractor. After completion of its in-house testing a
contractor will issue a certificate of compliance
Two final thoughts on acquisition phases. Firstand a certificate of conformance to confirm the
throughout all these phases, the DSTA and thigiem meets the military contract specification.
military user are partners in the process. Th®ften sample testing will be conducted by the
services are a part of the team and involved inontractor to verify compliance.
the management of the program ensuring that
the final product meets the services’ operationalhe second category of testing concerns how
needs. Secondly, while development projects angell the equipment performs under battlefield
accomplished within this process, the MINDEFconditions—the operational environment. An
normal buys “off-the-shelf’ items, i.e., they go operational test team, part of the Program Man-
from operational need to products available omgement team, is formed for each program. In
the markets to fulfill the need. This significantly evaluating the operational effectiveness of an
shortens the cycle time to achieving IOC anexisting item, MINDEF acquisition and military

FOC. personnel will assess the operational envelope—
the limits of the equipment prior to its entry into
Test and Evaluation the inventory. If the equipment is to be bought

“off-the-shelf’ then during the selection process
Singapore is a small country and does not havibe team will have access to data that indicates
a lot of territory for testing of aircraft, munitions, how the item has been used and the limits of the
tanks and other military equipment. This restrictequipment. Once the equipment has been ac-
its ability to perform the extensive operationalquired it will be tested in operational scenarios
testing other nations often conduct. The MINDERo determine its most effective use. For items
approach tdesting depends upon the type ofthat are developed locally, such as the BIONIX
equipment they plan to acquire. In general therd=V, the developing contractor (STA) and the
are two categories of testing—production andest team, in this case from the Army, will
operational testing. The firstis production testingconduct operational testing locally, if possible.
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Chapter 7
PROGRAM MANAGEMENT

There is no “official” dollar value designation The personnel on the team will have an engineer-
for Major Systems, as is traditional in the Uniteding background and approach the project with a
States. The larger the dollar amount and theystemsntegration engineering approach. The
complexity of the project require that morestrength of the team is based upon its ability to
senior-level management is involved; but thering together all the necessary players to make
process is handled as part of the normal busineagprogram successful. The formation of Integrated
activities of the MINDEF. Management Teams (IMTs) lends itself to this.
These teams consist of representatives from the
Depending upon the nature of the project, theser organizations, the technical and logistics spe-
acquisition Program Manager will come fromcialist and contract specialist. Figure 4-12 shows
one of the Directorates in the program managea typical team structure. The Program Manager
ment line part of DSTA. The Program Managethas the ability to call upon other organizations
is responsible for the project cost, schedule anidr additional support.
techical requirements. The Program Manager
is vested with significant authority to manage thén recent years, the MINDEF has emphasized
program, as needed, to meet the various requirdie need for cooperation among the various
ments of the program. The Program Manageplayers in acquisition through “project teams.”
leads a small team, usually five to seven peopldhe Defence Technology Pri2evas given last
depending upon the needs of the project. year to the “BIONIX” product team for their
superior efforts. The BIONIX team included

Program Manager Operational Manager
Platform System ILS Combat Procurement
Specialist e Manader System Contract
9 9 Specialist Specialist

Figure 4-12. Integrated Management Team Example
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industry—Singapore Technologies; user repreFhe personnel who manage acquisition programs
sentatives—G5 Army and SAF HQ Armour; andn the Republic of Singapore enter service with a
engineers from DSTA. The BIONIX team wasdegree. They learn the specifics of program
somewhat unusual in the level of senior manmanagement through OJT, with additional
agement interest. Because of its large dollaraining at universities locally and overseas and
investment and high visibility, a senior steeringshort-term courses. They award 60 undergraduate
committee was formed, co-chaired by the Chielocal or overseas scholarships, plus 20 Masters
of Staff of the Army and the Deputy Secretaryor PhD scholarships every year under their
(Technology), to oversee the program. Defence Technology Training Award program.

Acquisition Education The MINDEF recently instituted a new short-
term training coursealled the Defence Man-
The Ministry of Defence puts a heavy emphasiagement Systems Course, which brings together
on training personnel overseas. “We have activeiddle managers for five weeks from the three
programs in which we send people to academieservices, the civilian component of the MINDEF
overseas to interact with our friends and partand industry. Using the case study method the
ners....When they come back they join ouDefence Management Systems Course covers a
defence technology group. They go into researchide variety of topics from strategic planning,
and development, acquisition managementechnology, manpower, finance, and logistics,
engineering and maintenance. This is a strengtb organizational effectiveness.
for us, because it keeps the lifeblood flowiffy.”
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Chapter 8
THE PROCUREMENT PROCESS

The Defence Procurement Directorate (DPD) oflirection” over the Army, Navy and Air Force
DSTA is responsible for setting MINDEF pro- Logistics Departments when they are procuring
curement policy. They are also the primaryitems

buying organization within the MINDEF pur-

chasing a wide variety of products from multi-MINDEF procurement policy and principles
million dollar weapon systems such as vesselgomply with the 1994 World Trade Organi-
submarines and IFVs to spare parts and conzations (WTQO) Agreement on Public Procure-
mercial items. They are organized internally intanent®' To comply with the WTO agreement they
groups that focus on specific customer needs-kave developed an “open and transparent tender
land, air and naval (see Figure 4-13). It issystem” designed to provide information on
estimated that they spend approximately S$future acquisitions and insight into their decision
billion per year. Other MINDEF organizations process. The law governing their procurements
have limited buying authority, but act under theis the Government Contract Act and the Minister
policies set by DPD. The other organization®f Finance implements this law with a regu-
are the Building and Infrastructure Directoratdation—the Instructional Manual #3, Stores and
for construction, the Systems and ComputeServices?

Organisation (SCO) for computer and computer-

related equipment, CSO for Cdystems and The basic policy of the DPD is to get the best
related equipment and services, ghesindivi-  business deal by making all acquisitions com-
dual military services for lower value local petitive. Sole-source contracting is permitted
purchases. DPD also psides “professional only for cases involving emergency, public

Director, Defence
Procurement Division
Mr. Chinniah Manohara

Procurement Disposal Management
Division Division

Figure 4-13. Defence Procurement Division
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interest, small dollabuys, or when only one a ProposalThen, DPD, with the PM, will
sourceexists. Senio-level approal, at the evaluate the proposals to aele the best “Best
Permanent Secretarg\el, is required for sole Value for Morey” with a technique called the
source acquisitions. Analytical Hierarchical Process (AHP)n this
process, selection of the beéteo is evaluated
There are two general methods of solicitation—based upon an analysis of bgatue charac-
Invitation-To-Quote (ITQ) andnvitation-To- teristics, such as meeting the DPD spegiions,
Tenders (ITT). ITQs are used foow-cost price, past performance and ldfgcle cost. These
requirements, typicallyféthe-shelf items. ITTs factors will vary depending upon the require-
are used for highrevalue compdx items. ments of each acquisition. In some cases,
samples are submitted as part oféh@uation
There are two types of tenders—Open angbrocess.
Closed An Open Tender is widely advertised
in the local ewspapers and on the Internet andTheir goal of selecting the “Be¥alue for
it is open to all sources. Clas®enders restrict Money,” proposal can include mig factors that
the number of sources that may bid fenaety add “points” to an fier. For example a “Best
of reasons such as cldssil tenders. Value for Morey” determination could include
the availability of training facilities With the
Once the decision has been made to compelack of air space in Singapore for training, the
an acquisition, DPD will issue an ITTs to inte availability of training opportunities aterseas
ested sources. The ITT document spesithe bases adds additionalue With the purchase
Terms and Conditions of the Contract, Condi-of 12 rew U.S. F-16s from Lockheed for $350
tions of thke Tender and the Spditations The million (S$585 million) training opportunities
next step is for interested companies to submitvere madeavailable in the United States. Long-

Chair, Deputy Secreta ry, Technology
A Members: Director of the Na val, Land, or Air Division, Under $S2m
as appropriate ; and Director of Finance

Chair, PS (Defence D evelopment)
B Members: Deputy Secretaries — $S2-10m
Technology and Policy, DPD

Chair, Minister of De fence
C Members: Minister of State for Defence Over $S10m
and PS (Defence Development)

Figure 4-14 Tender Boards
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term training detachments were set up at LukBirector of Finance and the appropriate DSTA
Air Force Base in Phoenix, Arizona, and atprogram director (Land, Naval, or Air). Tender
Cannon Air Force Base, Clovis, New Mexi¢o. Board B approves tenders between S$2-10
million and is chaired by the Permanent Secre-
After the AHP effort is completed, the most costtary (Defence Development), with membership
effective offer is forwarded to the relevantfrom the two Deputies—Technology and Policy.
Tenders Board for approval. The Ministry of Defence chairs Tender Board C
to evaluate major buys (over S$10 million) for
There are three levels of Tender Boards—A, Bhe SAF. Membership includes Minister of State
and C. Tender Board A approves tenders belotor Defence and the Permanent Secretary
S$2 million and is chaired by the Deputy Secre{Defence Development) (s€@gure 4-14).
tary for Technology, with membership from the

SAF Identify ) Evaluate PMO/DPD
Requirement Offer
% Seek Approval of Clarification/Negotiations
SAF/PMO Requirement (SOR) (If Required) DPD/PMO
PMO Prep_qre Tech Seek Approval DPD
Specifications for Purchase
Purchase Request Sign
PMO (PR) Contract DPD/PS
Prepare Management &
DPD Tender Implementation DPD/PMO
* Program Management Organization
(e.g., Naval or Land Divisions of DSTA)

Figure 4-15. MINDEF Procurement Process
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There are no formal protest forums, althouglhe contractor. The DFO’s Revenue & Payments
informal lines of communication are availableDivision makes payment. Figure 4-15 depicts the
within the Ministry for unhappy bidders to entire procurement process.
guestion contract awards.

Companies wanting to provide equipment or
Once the Tender Boards have made their decservices for small purchases to Singapore must
sion the contract will be issued to the winnerbe registered in the MINDEF Internet Procure-
Final signature on the contract will vary with ment System (MIPS). For contractors interested
the major contracts signed at the Permaneim larger procurements, they must become a
Secretary level and lower value contacts beingading partner and register with the “Head of
awarded by the Director Defence Procuremerbupply” as designated by the Ministry of Fi-
or lower level. For contracts over S$500,000 th@ance. In the MINDEF's case this would be the
company is required to furnish a security deposiDefence Procurement Division. The MINDEF
of five percent of the contact value. DPD will prefers to deal directly with suppliers, although
administer the contractual aspects of the prat will work with an agent, if prior approval has
curement, while the appropriate PMO in DSTAbeen obtained.
does the management and technical oversight of
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Chapter 9

INTERNATIONAL COOPERATION
AND ARMS SALES

The Singaporean government and the Ministryo engaging in joint R&D projects. Currently the
of Defence are committed to increasing interDSTAs R&D Office has collaborative agree-
action and cooperation in a wide variety ofments with countries such as the UK, Sweden,
military areas with other countries. In the op-Australia, and the U.S. These agreements cover
erational arena they conduct joint trainingtechnologies such as composite materials, elec-
exercises with friendly nations, such as Malaysi&romagnetic materials and underwater weapon
and Thailand. Singapore has also set up trainirgffects. Another program, the Singapore Defence
arrangements with a variety of other countriesTechnology Distinguished Fellowship, allows
including training arrangements with the Unitedforeign scientists, engineers and medical re-
States for personnel from the RSAF. In the lastearchers to participate in activities in Singapore
decade more than 100 personnel from the RSAsuch as conducting seminars and workshops,
have trained at Luke Air Force Base in Arizonaadvising on research project, and exchanging
In addition to strong bilateral relations with otherviews on science and technological capabilities.
states, Singapore is also party to the Five Power
Defence Arrangements (FPDA) with AustraliaThe DPG is the organization responsible in the
Britain, New Zealand, and Malaysia. AmongMINDEF for providing top-level policy guidance
other things, this arrangement has led to then export policies. The Singaporean export poli-
transfer of expertise, and technology among they and industrial policy has been to promote the
member nations. sale of locally designed weapons to foreign
countries. DPG is the MINDEF focal point for
“Because we are small, there will always be &taffing requests for military exports to the
limit to what we can afford and what we can daapproval authorities, generally at the ministerial
by ourselves. To overcome this, we need téevel. A government brokerage firm—Unicorn
source for much of our technology overseadnternational—does the marketing for locally
This means leveraging on foreign expertise angroduced products.
seeking greater cooperation in defence tech-
nology with other countries? In developing Singapore’s arms sales generally comprise small
their national defence capability Singapore haarms, e.g., mortars and howitzers, but have in-
adopted a “global cooperation strategy” tocluded small naval vessels. The MINDEF, itself,
leverage foreign expertise and equipment. Thegoesn’t actively champion the sale of its in-
have signed Memorandums of Understandinglustry products unlike many other countries.
(MOUSs) with other countries to foster cooper-Singapore was ranked 2@nternationally in
ation in R&D. The areas of cooperation rangearms sales with approximately $90 million in
from exchanging research results and scientisgales in 1997°
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Chapter 10
DEFENCE INDUSTRIAL BASE

“The defence industry in Singapore, namely Singapore Tech-

nologies (ST), plays an important role in developing weapons sys-
tems and equipment for the SAF’s use and also in upgrading and

ensuring the sustainability of those already in the SAF’s orbat.”

— Dr. Tony Tan Keng Yam

The government of Singapore has played hegan licensed production of the M16 assault rifle
vigorous role in managing the economy. It§now being replaced by the Singapore Assault
industrial policy, planning, and nurturance haveRifle (SAR) 21, designed and manufactured in
created one of the strongest economies in tH&ingapore). A nascent marketing effort was begun
Asian region. Its economic approach could beluring this period to promote the sale of Singa-
categorized as a combination of capitalism angdorean weapons. Not all the defence industry was
socialism. As other countries in Asia have doneSingaporean, however, since a few foreign firms,
the 1960s planners in Singapore targeted exporssich Avimo for optics, Samaero for helicopters
and manufacturing, and later high technology, aand Sundstrand (various items), manufactured
industries that are critical to the building of adefence equipment in Singapore to exploit the
stronger economy. This requires a free markdtigh technology base and lower production costs.
economy and free trade. But Singapore’s governfFhe 1980s saw the defence industry expand to
ment’s economic policies have also been broagroduce a wider variety of equipment and services
based to ensure support from the people by include assembling training aircraft and
including a state role in insuring attractive salariegjepot maintenance for the U.S. C-130. Recent
reasonable housing and educational opportunitiekefence development and production programs,
for all. which include the 155-mm cargo projectile
(CharteredAmmunition Industries) and the
The defence industry is a key element of th&IONIX IFV (ST Automotive) demonstrate the
overall industrialization policy and a strategictechnical capabilities of Singapore’s defence
component of the Singapore Government’s Totahdustry.
Defence Plan. “The development of our defence
industry has always moved in tandem with thél'he defence industry of Singapore is primarily
progress of the SAF. As the needs of the SAR holding company called Singapore Techno-
became more sophisticated, our defence industtygies—a diversified, S$5.8 billion doll&mul-
geared itself up correspondingi.A fledgling tinational conglomerate. There are more than
defence industry was started in the late 1960s aridd0 companies that make up Singapore Techno-
grew slowly through the 1970s. During the 19704ogies, but the bulk of defence work is performed
the firms were government-owned corporationdy Singapore Technologies Engineerfdtyghich
involved in designing, assembling and overhauleomprises 7,500 personnel with 2,000 of them
ing small arms, armor, military aircraft and navalengineers. This bodyreajor dvisions include—
vessels. As an example, Chartetedustries Aerospace, Automotive, Electronics, Marine,
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and two affiliated companies for Ordnance (Charef Directors. Some of these companies are listed
tered Industries) and Precision Engineering. Then the Stock Exchange of SingapafeThese
main areas of their defence business are aerfirms employ over 15,000 people in both com-
space, ordnance, munitions, semi-conductorsnercial, industrial (70 percent) and defence
electronics, marine, precision engineering, andarkets (30 percent) (sEgure 4-16or structure
logistics management. of ST). Their defence work is not only for the
SAF, but also for other international military
“Although the government is the majority share-customers such as the United States Eimai-
holder in many of these defence companiedand. It also encompasses such work as upgrades
they are essentially private organizations manto the Northrop F-5E/F.
aged andun commercially by their own Board

Primary Defence Business Divisions

Engineering Business Group Marine
ST Engineering Aerospace ST Shipbuilding and Engineering Yard
« Aircraft maintenance/modification, engine » Shipbuilding and repair

repair, overhauls, materials support and
inventory management

Automotive Ordnance
» Manufacture, upgrade and rebuild military Chartered Industries Affiliated of Singapore
vehicles, e.g., IFV (Bionix), AMX-13 tanks, (CIS)
M311 APCs «  Ammuniiton and weapon systems, rifles
Electronics Precision Engineering
¢ C3, electro-optics, microwave, simulation, » Engine mounts, landing gears,
transportation, and encryption components

Other Defence Business Divisions

Technology Business Group Infrastructure & Logistics
« Electronic Manufacturing Business Group
* Semiconductor Infrastructure & Logistics
e Telemedia Lifestyle

Information Technology
Marine Engineering

Figure 4-16. Singapore Technologies
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“Economic prosperity depends on a frameworlgovernment of Singapore plans to continue its
of stability and security. A strong and crediblemodernization efforts. As part of the total de-
Singapore Armed Forces deterrent has beenfanceconcept, the indigenous defence industry
key element of this framework.... Defence spendwill play a vital role in developing the techno-
ing must be seen as a long-term investment, n@dgies, manufacturing and maintenance capa-
dependent on the ups and downs of the econonijlities to support the futureechnological needs
from year to year,” Finance Minister Hu told of the Singapore Armed Forces.

Parliament in February 1999. In the future, the
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FURTHER READINGS

Singapore Story: The: Memoirs of Lee Kuan,YewLee’s Lieutenants : Singapore Old Guareng-
Lee Kuan Yew former Prime Minister of Er Lam(Editor), Kevin YL Tan (Editor).
Singapore.

The Singapore PuzzI®jichael Haas (Editor).
Current look at Singapore.

CURRENT

Strait Timednteractive:
http://straitstimes. asial.com.sg/
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10.

ENDNOTES

Singapore name is derived from “Singall.
Pura”—Lion City—which is the original
name given by a 13th century Malay prince
who was shipwrecked on an unknown
island and supposedly saw a lion—hencd 2.
the name “Singa Pura.”

The Straits Settlements also included.3.
several other geographical areas such as
Dinding Islands (on the Malayan west14.
coast), Labuan Island off the coast of Sabah,
Christmas Island, and the Cocos/Keeling
Islands. 15.

Refers to a racial grouping of people in-
habiting the Malay Peninsula, other parts
of Malaysia, Indonesia and other adjacentiié6.
areas, of course in this reference it refers to

the Malays in what is now called Malaysia.17.

CIA Factbook1997 est.

18.
Custodial powers are “reactive or blocking
powers. The President does not have any
executive powers,” said PM Goh Chok

Tong, 18 August 1999, before parliament.19.

Ibid.

20.

Up to nine NMPs may be appointed.

21.

While members of Parliament may intro-
duce bills, those that allocate public funds

or provide for the running the government22.

can only be introduced by the government.

A term for junior members of parliament.

23.

By PM Goh Chok Tong in speech before
parliament 18 August 1999.
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Only university graduates and diploma
holders upon promotion to salary scale of
Division | enter into Division I.

The number of ministers at the defence
ministry is not fixed.

Asian Military ReviewDec 99/Jan 00, p. 16.

Using an exchange rate of 1.7 to 1, S$ 7.3
billion equates to U.S. $4.3 billion.

Opall, Barbara, “Singapore To Boost
Defence,” article inDefense News9-15
March 1998, p. 4.

Asian Military ReviewDec 99/Jan 00, p. 16.

March 15 budget debate as reported in the
Parliament'dHansard Report

The NAD is a general term used to desig-
nate the senior acquisition official. The term
is not used officially in Singapore.

Requirements can come from any com-
mand.

Defence of Singaporé994-95, p. 63.

Most upgrades are accomplished by Sing-
apore Technologies Group.

Opall, Barbard)efense New®ne-on-One
interview with Su Guaning, April 1998,
p. 54.

McAdams, Robert C., Colonel, USAF,

“Strategic Partnership: The Case for Sing-
apore,” Defense Institute of Security

Assistance Management (DISAM) Journal
Spring 1999, p. 5.
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24,

25.

26.

27.

28.

29.

30.

31.

Similar to the DAB in the U.S. in function, 32.

although the AOR conducts most of its
efforts much more informally.

U.S. Defense contractor at an NDIA
Attaché luncheon.

1998 speech by Mr. Chinniah Manohara,

DPD Chief at the first IAPS in Australia. 33.

MINDEF-NUS and MINDEF-NTU Joint

Applied R&D Co-operation Programme 34.

were formally established on 6 May 1986
and 14 April 1988 to bring together research-
ers in NUS/NTU with MINDEF engineers

and scientists to conduct research an@5.

undertake development projects.

By The Second Minister for Defence,
RADM Teo Chee Hean, March 2000 in
Parliament 15 March.

36.

The Defence Technology Prize is given
yearly for the best team and their contri-
bution to their respective fields.

Opall, Barbara, One-on-One interview with
Su Guaning irDefense Newg\pril 1998,
p. 54.

The WTO guidelines exempt defence pro39.

curement activities from the guidelines.

40.
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37.

38.

There are six manuals governing public
administration in Singapore. They are
Instructional Manual #1Finance and
Accounting, IM #2Staff, IM #3 Stores and
ServicesIM #4 Office ManagemeniM #5
Daily R EmployeesandIM #6 Government
Marine Craft

Same as the source selection process used
in the United States.

Additional long-term training is done at
Grand Prairie, Texas, and Wichita, Kansas,
for KC-135s.

Tan, Peng-Yam, Deputy Director, Direc-
torate of Research and Development
MINDEF, “Harnessing Defense Tech-
nology—Singapore’s Perspective,” in
DISAM Journa) Spring 1999, p. 9.

U.S. Arms Control and Disarmament
Agency—Country Ranks 1997.

Dr. Tony Tan, Minister of Defence, as
guoted in aMilitary Technology 2/96,
interview.

Sales for 1998.

1998 sales S$2.3 billion dollars.

Ibid.
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Chapter %
HISTORY AND TRADITIONS

“Each jammer created a “strobe,” an opaque wedge shape on the
U.S. radar screens, so that they looked like the spokes of a wagon
wheel. Since every such spoke was particular to each of the radar
transmitters, the controllers were able to compare data, triangu-
late, and plot the position of the jammers. The Tomcats closed in
quickly while the radar-intercept officers in the back seat of each
fighter flipped the Phoenix missile seekers to home-on-jam guid-
ance mode. Instead of depending on the aircraft’'s own radar for
guidance the missiles would seek out the noise transmitted from
the badgers.”

(Red Storm RisingClancy, p. 642)

It took thousands of years of warfare to moverocurement budget since the Cold War years of
from stones to cannons. It has taken less thahe 1980s, the 2000 budget reflects a slight in-
100 years to move from the first airplane usedrease in the procurement and research and de-
in battle to the technologically sophisticatedvelopment accountsCurrently there are 149,000
Tomcats described in Tom ClancRed Storm military and civil servants involved in this busi-
Rising The last 50 years, from the end of Worldness. There
War Il to the present, has seen the developmeate  over
of weapon systems to meet the needs of thE 000 large
warfighters on land, at sea, in the air and becontractors}
yond. It has consumed billions of dollars,and small
employed millions of people, and led to thebusinesses,.—
development of technological weapons that use’ho em- ﬂ
sound, bits and bytes, and electrons bouncingloy more than i’l%
around. As weapons have taken on greater cortwo  million THE UNITED STATES

plexity, the government’s approach to the develpeople to provide

opment of these systems has evolved its owile services, equipment and weapon systems
complexity. In the terminology of the trade— needed by the military. How does this system
acquisition has become a large, complex, muleperate? Who are the players? What manage-
tifaceted business. The 2000 fiscal year (FY)nent processes have been devised to efficiently
budget for the Department of Defense (DoD) igproduce products and services for the DoD? This
over $280 billion, of which $92 billion is for Chapter is designed to provide an introduction
the research, development and production dbr those new to the business of United States
weapon systems. While the prior year—1999—military acquisition.

budget represented a 60 percent decrease in the
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THE GOVERNMENT OF In protecting the unique interests of each state,
THE UNITED STATES the Articles created a weak central government
with neither the ability to levy taxes nor to
“This budget is dead on arrival,” entombed gprovide for the national defense.
Senate leader with the submittal of the DoD bud-
get by President Ronald Reaganin 1982. In most 1785, delegates assembled from the 13
other countries, a budget submitted by the prestolonies to “fix” the Articles of Confederation.
dent or prime minister may be discussed or deFhe result was not a fix, but an entirely new Con-
bated, but then it is voted upon and approvestitution. Influenced by the ideals of the ancient
with few changes. The United States politicaRoman Republic; the ideas of the philosophers
system operates differently. In the FY 1998 budlike Rousseau, Montesque, and Locke; and in
get, the Office of Management and Budgetesponse to the problems caused by England’s
(OMB) identified a list of 254 programs or attempts to govern the colonies, the Constitu-
projects not requested by the executive branctional Convention participants developed a fed-
that were added to the defense budget. The opral system of government. In the words of
posite is just as normal where programs are zdhomas Jefferson, “Hear no more of the faith
roed out of the budget. Unlike the parliamen-of men but bind them down with the chains of
tary systems in which the party in power “runs”the Constitution.” This constitutional “chain”
the legislature and the governmental agenciegrovided for a structural separation of powers
the American presidential system has inhererdmong three branches of government—execu-
in its constitution a system of political checkstive, legislative, and judicial. This earliest of
and balances to prevent any one branch of gowritten constitutions spelled out the duties and
ernment from gaining too much power. Thisresponsibilities of each branch, with each branch
balance-of-power mechanism is a key differserving as a check on the powers of other
entiator of the American political model. To branches. The Constitution also fixed one of the
understand the procurement of wea-pon systenpgoblems of the Articles by providing for strong
in the United States’ DoD, one must understandentral government and for the national defense.
not just the workings of the executive branch of
government, but the workings of the legislativeThe President
branch. The following provides an introduction
to the framework and workings of the govern-Article Il of the United States Constitution stip-
ment to aid in understanding the defensealates that the President is Commander-in-Chief
acquisition business. of the armed forces. He also has the dual role of
being Head of State and head of the government.
It was more than a decade after the first shohs Head of State, the Constitution states, “he
was fired at Concord and Lexington in 1775 beshall receive ambassadors and other public min-
fore our new democratic form of governmentisters.” Head of State duties are primarily cer-
was fully developed. From the Declaration ofemonial, such as those often captured on televi-
Independence in 1776 through the adoption asion news reports. The image of the military
the Articles of Confederation in 1779, the rati-band playing “Hail to the Chief” while the Presi-
fication of a new Constitution in 1788, and thedent escorts a world leader to a speaker podium
ultimate creation of a new government in 1789—are typical scenes that the title “Head of State”
the nation’s leaders grappled with the best wagvokes in most Americans’ minds. The Presi-
to govern a country. The first set of rules to operedent is also the Chief Executive; in other words,
ate the country were the Articles of Confederationhe is charged with running the government. The
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Constitution invests the executive power in thélhe Legislature

President. In the modern state, this power is ex-

ercised over a wide range of government orgarfCongress is so strange. A man gets up to speak
izations and programs, such as those dealing wiind says nothing. Nobody listens—and then
the environment, military veterans, labor, foreigneverybody disagrees.”

affairs, and national defense. To help him in — Boris Marshalov, a Russian observer

this capacity, the President nominates and ap- after visiting the House of Representatives

points, with the advice and consent of the Sen-

ate, 13 Cabinet members and over 2,000 politiTo retain respect for sausages and laws, one

cal appointees to work within the departmentsnust not watch them in the making.”

and agencies of government. — Otto Von Bismarck

Although the constitution delegates the powefContentious, confusing, complicated—the work-
of Commander in Chief of the military to the ings of the United States Congress can be a
President, the power to declare war rests soleipystery to foreign visitors and, in many cases,
with the Congress. Further, even though theven to American citizens. During the Constitu-
President is in “charge” of the military, the powertional Convention in 1788, the delegates debated
to determine the size of the armed forces, thehe structure of the Congress. States with large
rules that govern the military, and the fundingpopulations were pitted against states with small
for the military forces and their equipment arepopulations. Each was concerned with the fair-
vested only in the Congress. ness of the representation. Pro-
portional representation 4
As Chief Executive, the President has, at timesyould benefit the large
taken specific interest in defense acquisitiorstates at the expense of the
problems and issues and directed specifismall states, thus putting
changes. Examples of this include the followingsmall states like Rhode
Island at the mercy of
* Executive Order (E.O.) 12353, in 1982, whichlarge states like Vir-
directed procurement reforms and also createginia, which by virtue
a Federal Acquisition Regulation (FAR); of their larger voter
constituency could control
» National Security Decision Directive (NSDD) the government. Out of U.S. CONGRESS
219, in 1986, which directed implementa-this concern came the
tion of the Packard Commission’s recom-“Connecticut Compromise” which created a
mendation on management of defensdicameral legislature, or two-house system—the
acquisition; and Senate with two representatives from each state
and six-year terms; and the House of Represen-
» National Security Review (NSR) 11, in tatives with proportional representation and two-
1989, which directed a review of the defensgear terms.
acquisition business and a report outlining
the changes as a result of the review. Because of the nature of its organization, each
of the two bodies of Congress has its own char-
acter. The House of Representatives was de-
signed to “have an immediate dependence on,
and an intimate sympathy with, the peopgle.”
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Electedewery two years, House members cam+to be a great and real security against the keeping
paign for re-election almost constantfhey  up of troops withouévident necessjt’#
respond to the constantly changingws of the
electorate and are more contentious in debat&he wo year restriction for the appropriation
The Senate, in which members\seisix-year of funds for defense indicates the strong con-
terms, tends to be more agjlal and responds cern the representags had at the Constitutional
less readily to the popular passion of theConvention about the role thedislaive body
moment. was to play in the management of the militar
“The legislature of the United States will be
Congress plays a sidimant constitutional role  OBLIGED...once at least ievery wo years, to
in the management of the DoD. The Constitudeliberate upon the propriety kdeping a mili-
tion gves Congress the generalyerto “...lay  tary force on foot; to come to @m resolution
and collect taes, duties, imports, aretcises, on the point; and to declare their sense of the
to pay the debts angtovide for the common matte, by a formalote in the face of their con-
defenseand general welfare of the United stituents They are no AT LIBERTY to vest in
States..” It also gves Congress othepwers, theexecuive department permanent funds for
such as the fadwing: the support of an army.”®

Clause 11 — Throughout most of its 200-year hisgpthe
To declae wa, grant letters of maque and American political system has beem@tparty
reprisal, and make rules concerning capti  system—Democrat and Republican. Minor-pa

on land and water; ties have played avery small roleWhile each
party generally has a unique ideological bent,
Clause 12 — they are not ideology parties in the European

To raise and support armiebyt no appo- sense. Each party includes a winwiety of
priation of momy to that use shall be for a political opinion—from liberal to conseatve.

longer term than two years; Another dfference in a typical parliamentary
system is that partyyalty is critical to keeping

Clause 13 — the government in pwer. By contrast, party

To provide and maintain a navy;, loyalty in the United States igery weak. It is

To make rules for theayernment and also not uncommon in the U.S. that one or both

regulation of the land and navalrees. houses of Congress are controlled by one party

and another party controls tha¢ilWhite House
The writers of the Constitution were very con-(the executve branch)This is the current case
cerned about the concentration of militaoyyer  with the Senate and the House controlled the
within the executve branch. In the Federalist Republicans while Presidéwilliam J. Clinton,
Papers written ® Alexander Hamilton and a Democrat, is in #aWhite House.
James Madison, the role of the legisiatve-
sus theexecutve branch is clearly spelled out Congressional Committees
in the following words: “...the whole pwer of
raising armies [is] lodged in the LEGISLA- “Congress on the floor is Congss inexhibi-
TURE, not in the EXECUTIVE; ...and...that tion, Congess in Committee is Coreps at
clause... forbids the appropriation of negrior ~ work”
the support of an army for any longer period —Woodmow Wilson, 1885
than two years a precaution which...will appear
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There are 535 members of CongreBs dfi- SenaeAppropriations Committee (SAC)
ciently deal with the multiplicity and comgx- Subcommittees dealing with defense matters:
ity of the problems ofgvernment, Congress has Defense

been oganized into @aariety of committees that Foreign Operations, Export Financing
focus on speéic areas of responsibiitit is in and Related Programs

these committees where tiverk of Congress Military Construction

takes placeThe majority party in each house

controls not only that house and its agebdia The SAC provides rew spending authority for
also the committees that run the chamBach defense programs, operations, and military con-
committee is chaired by the majority part struction. It also writesbislation déining how
usually a senior member of that gasith the the monies it has appropriated can be spent.
majority party faving a majority of the seats on

the committeeAdditionally, each committee House of Repesentatives:

further subd/ides the work and assignsitto sub-  HouseArmed Services Committee (HASC)
committeesThis is where much of the discus-  Subcommittees dealing with defense matters:

sion, hearings, and work takes place in drafting Military Installations andracilities

legislation The structure of a subcommittee Military Personnel

parallels that of a full committee, with the Military Procurement

majority party chairing the subcommittee and Military Readiness

constituting the majority of its members. Military Research and &elopment
Morale, Welfare and Recreation

The committees that most influence the DoD Merchant Marine

and the defendaudget are as fadlvs:
The HASC has wide-ranging jurisdiction, in-

Senate: cluding scienfic R&D in support of the armed
SenatArmed Services Committee (SASC) forces and control of the stegic and critical
Subcommittees dealing with defense military material. It als@versees international
issues: arms control. Of particular interest to those in-

Emeging Threats and Capabilities volved in acquisition are the Military Procure-
Air-Land ment, Readiness and R&8&ibcommittees.
Personnel Throudh its Subcommittee on Military Procure-
Readiness and Management Support ment, the annual authorization for the procure-
Seajpwer ment of military weapon systems, equipment
Strakgic and nuclear emgy is preparedThe Subcom-

mittee on Military Readiness includes authori-
The SASC is responsible for a widariety of  zation for operations and maintenai©&M),
policy andbudgetary issues that impact thereadiness and preparedngse HASCsSubcom-
defense acquisitiobusiness—aeronautical and mittee on Military R&D has jurisdictionwer
space actities associated with thee&lopment aeronautical and spaceiaites, military R&D,
of weapon systems or military operations; dethe DoD generaji nuclear engy, pay, promo-
partment eganizational structures; maintenancetions, and the stregic and critical military
and operations of military research amdedop- material.
ment (R&D); national security aspects of nuclear
enegy; pa/, promotions, and retirement; and
straegic and critical materials.
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House Appropriations Committee (HAC)  There are various other committees, such as the
Subcommittees dealing with defenseBudget Committees and the Government Reform

matters: and Oversight Committee, with Subcommit-
Military Construction tees—National Security, International and Crimi-
Defense

nal Justice, which have legislative oversight of

defense and government activities which from
The HAC, like the SAC, provides new spendingtime-to-time play a role in crafting acquisition

authority for defense programs, operations, ankkgislation. Two other organizations of Congress

military construction. It also writes legislation —the Congressional Budget Office and the Gen-
on how the monies it has appropriated can beral Accounting Office—also play a role in ac-

spent. quisition, which is discussed later.
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Chapter 2

CONGRESSIONAL INVOLVEMENT
IN ACQUISITION

Congress has always played a significant rolacquisition system. Figure 5-1 provides a list of
in overseeing the DoD and DoD’s predecessasome of the major acts, which have changed the
organizations. In 1809 Congress issued the firgfrganizational structures and policies, increased
government-wide procurement statute mandaethics requirements and mandated education
ing executive-legislative appointment of what weand training requirements for the acquisition
today call “contracting officers.” Congress con-workforce. In the last five years, several news
tinued to play a significant role in acquisitionlaws, such as the Federal Acquisition Streamlin-
throughout the last century, including the mething Act (FASA), have been passed to remove
ods of procurement—formal advertising, creatmany of the burdensome laws passed by prior
ing advisory boards, and dictating the sizes andongresses.
speeds of ships. Throughout World War | and
World War Il As Figure 5-1 indicates, Congress plays a major
for example, role by enacting major legislation for the bus-
Congress iness of defense acquisition. Also, every year
passed leg- Congress enacts, through its authorization and
islation to appropriations legislation, changes in the acqui-
prevent un- sition systemSome of these changes are minor,
F-14 scrupulous but some have included changes that have had a
contractors from significant impact on the acquisition business.
overcharging the government. The modern era
of congressional involvement in acquisition be-Congress and The Budget
gan with the Armed Services Procurement Act
of 1947. The purpose of this law was to stand“The power of the purse has always resided in
ardize contracting methods used by all of th&€ongress: it represents its ultimate weapon in
services. As a result, the first joint DoD regu-dealing with the executive branchlh Febru-
lation was created—the Armed Services Proary of every year, the administration submits the
curement Regulation (ASPR). Congress, ovePresident’s budget to Congress. For the DoD,
the years, has passed other laws whose purpasés budget culminates three years of work to
has been to shape the department’s acquisitigustify the dollars needed for national defense.
policies and organizations. In the last 20 year§he budget goes to the House and Senate bud-
the amount of legislation involving the defenseget committees, which issue a Budget Resolu-
business has increased. Under the Reagan Atien that provides the top line budget for DoD.
ministration, with the significant increase in theThe work of drafting the legislation needed to
defense budget, Congressional oversight inauthorize and appropriate defense funds begins
creased. Almost every two years, major legislain the proper committees and subcommittees.
tion was passed to change some aspect of tiiée subcommittees hold hearings and then
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Office of Federal Procurement Policy (OFPP) Act of 1983
Established a central office to define overall government contracting and acquisition policy and
to oversee the system, among other things.

Competition in Contracting Act (CICA) of 1984
Revised government policy to mandate competition and created an advocate for competition,
the Competition Advocate General.

DoD Procurement Reform Act 1985
Defense Procurement Reform Act established a uniform policy for technical data and created a
method for resolving disputes.

Defense Procurement Improvement Act of 1986
Provided policy on the costs contractors submitted to the Government for payment and on
conflicts of interest involving former DoD officials.

Defense Acquisition Improvement Act of 1986
Among other things, created the Under Secretary of Defense (Acquisition, Technology and
Logistics).

DoD Reorganization Act of 1986 (commonly referred to as Goldwater-Nichols Act)
Among other items, revised the Joint Chiefs of Staff role in acquisition and requirements
determination.

Ethics Reform Act of 1989
As a result of the “lll-wind” procurement scandal Congress mandated more stringent ethics
laws.

Defense Acquisition Workforce Improvement Act (DAWIA) of 1990
Mandated education, training and professional requirements for the defense acquisition corp.

Federal Acquisition Streamlining Act (FASA) of 1994
Repealed earlier laws on acquisition, such as the Brooks Act provisions on computer acquisi-
tions.

Federal Acquisition Reform Act (FARA) of 1996
Revised procurement laws facilitate more efficient competition; included improving debrief-
ings, limiting need for cost/pricing data and emphasizing price versus cost negotiations, among
other items.

Clinger-Cohen Act of 1996
Included changes to competition practices, commercial item acquisition, and included funda-
mental changes in how information technology equipment is purchased.

Figure 5-1. Major Acquisition Acts

“markup” the bill and send it to the full com- President for his signature—or, if he disapproves
mittee. The full committee will debate, amendof the bill, for his veto.

and report out the bill to the entire House or

Senate for its consideration. After the vote iSThe exclusive privilege of originating money
taken by both houses, a conference committdalls will belong to the House of Represent-
is established to “iron out” any differences. Theatives.” The constitution gives the lower house,
bill is then returned to both houses and voted othe House of Representatives, the authority for

a second time. If passed, the bill is sent to theunding bills thus—All bills for raising resnue
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shall originate in the House of Representativedinal signature by the President takes approxi-
but the Senate may propose or concur witimately eight months (see Figure 5-2). Debates,
amendments as on other bills.” hearings, and the committee processes, aggra-
vated by the controversial nature of the issues,
The Congress has established special budgetten delay the passage of bills in Congress. To
approval procedures for approving budgets foensure the smooth operation of government
the various departments of government. “Everyinder these conditions, Congress may pass
committee wants a hand in budget makinginterim legislation, referred to as “continuing
Hence, Congress has a two-step financial praesolutions,” that allows government agencies
cedure: authorization and appropriations. Conto continue all existing programs, at prior-year
gress first passes authorization laws that estabmounts. Such interim legislation does not
lish federal agencies and programs and reconusually allow for the initiation of any new
mend funding them at certain levels. Then iprograms. The implementation of an interim
enacts appropriations laws that allow agenciesudget has become the standard method for
to spend money. An authorization then is likeoperations since 1979.
an “lIOU” (I owe you) that needs to be validated
by an appropriation®”While there are some Congressional Oversight
exceptions to this procedure, the process of
approving the next years’ budget includes botihe SASC and HASC conduct their “oversight
appropriation and authorization. The SASC andesponsibilities...primarily within the context
HASC committees are the authorizers, while thef the Committee’s consideration of the annual
HAC and SAC are the appropriators. defense authorization bilt.’Every spring, key
administration personnel, such as the Secretary
This process, from the President’s budget sullsf Defense and the Secretaries of the Army,
mittal through approval by Congress and théNavy and Air Force, along with the senior

February April June/July
President’s House and Senate Both houses pass bills
budget consider non-binding to appropriate money
submission budget resolutions to federal agencies
October 1 September July/October
New President signs Legislation is
fiscal year or reconciled by
begins vetoes bills both houses
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military leaders, are called to testify before theTrucks; (2) Defense Industry Restructuring and
appropriate subcommittees on the Presidentiés savings; (3) Weapons Acquisition Systems
budget. The subcommittees will also have heaPRlanning, (4) Army Modernization plans, (5)
ings with other key defense acquisition perDefense Trade Data issues; and (6) international
sonnel on the budget, acquisition policy and proeooperative programs, such as Medium
grams. When Congress has a specific interegixtended Air Defense System (MEADS).

or concern, investigative committees will be cre-

ated. They will have hearings on specific probThe committees often use the GAO studies and
lems or issues which arise, or when Congress recommendations as a basis for hearings on
interested in a department’s implementation oproblems in acquisition management and pro-
prior legislation. Again, government acquisitiongrams. When a committee feels new legislation
personnel, along with industry or industry-is necessary to correct problems in the acquisi-
association representatives, may be called tioon system, the GAO may be called upon to

testify. provide legal advice or review proposed legis-
lation. In FY 1998 the GAO prepared 1,573
General Accounting Office (GAO) audits and evaluations for Congress, 1,135 re-

ports to congressional committees, presented
For more than 75 years, the GAO has been thE81 formal congressional briefings, and 256
“watch dog” of Congress and a key player in-congressional testimonies.
volved in overseeing the acquisition system. The
GAO is headed by the Comptroller General ofThe GAO also has a significant role in the
the United States, who is appointed by thgrocurement/contracting process. It is the bid
President and confirmed by the Senate. protest authority for any contractors who may

wish to challenge an agency’s award. In 1997
As the investigative arm of Congress the GAGhe GAO received 1,087 bid protests, and ruled
is frequently asked by committee chairpersonsn the protesters’ favor 26 times, sustaining the
ranking minority members, and other memberslepartment in 97 percent of the cases. It also
of Congress to review programs or issues gbrovides assistance to other government agen-
concern® Recent report topics provide ancies in interpreting the laws governing the ex-
example of the scope of GAO reviews. They aregpenditure of public funds and adjudicating
(1) Acquisition Planning for the Army Medium claims for and against the federal government.

5-12



Part 5— The United States

Chapter 3
THE CABINET

Unlike the roles of the President and the Con€onstitution speéies that, “No senator or rep-
gress, the roles of the members of the Presslentesentate shall, during the time favhich he
Cabinet are not created by the Constitutionwas elected, be appointed toyecivil office
(There is no constitutionally created cabirEte  under the authority of the United States, which
Constitution recognized the need for ministershall have been created, or the emoluments
and other gvernment fficials. They serve as the whereof shall bve been increased during such
advisors to the President on policy mattergyTh time; and no person holding anjfioe under
also “run” the gvernment by implementing the the United States, shall be a member of either
programs of tB Administration The Cabinet house during his continuance iffioe”

members are nominated and appointed by the

President with the appval (advice and consent) The U.S. Cabinet is currently composed of 14
of the Senate. Members of the United States Calilepartment, as falvs:

net, unlke those in other countries, are respon-
sible to the President rather than thgadlature.
They sewe at the pleasure of the President and
can be reraved from their jobs by the President
for any reason.

Department bAgriculture
Department of Commerce
Department of Defense
(Secretay, William S. Cohen)
Department of Education
Traditionally, Cabinet members are from the  Department of Engy
same party as the President, although, occasion- Department of Health and Human Services

ally, individuals from the other party will be
selected tdill posts A good example of this is
Secretary of DeferdWilliam S. Cohen, who is
a member of the Republicdtarty andwas a
former Republican Senator from Maies is
the case in other cabinets around wld,
particularly those with coalitionayernments,

individuals are selected for Cabinet posts to

satisfy various factions within the Presidént
party—to achave dversity objeatves, to ensure
geographic representation, and éward sup-

Departmenhof Veterans Afairs

Department of Housing and Urban
Development

Department of the Interior

Department of Justice

Department of Labor

Department of State

Department off ransportation

Department offreasury

From time to time, other positions, such as the

porters. In general dwever, political appointees White House Chief of Sthto the President, the
are chosen becauseylshare the same politi- Director of the OMB, and the “Drug Czahave
cal beliefs the President has and can carry obeen gven cabinetéwel rank There are may

his agenda.

other agencies of gernmentsuch as the Na-
tiond Air and Spae Administration NASA),

Unlike some other countries, the members ahat do not bve cabinet rankut nevertheless
the U.S. Cabinet cannot simultaneously be menearry out important national obj@ats.

bers of thedgislaive branch of gvernmentThe
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To assist the politically-appointed Cabinet mem-=243 political appointees, of which 48 require sen-
bers, the United States Government has more thate confirmatiori? They hold key positions: Sec-
2,800 political appointees. In the United Statesetary of Defense; Secretaries of the Army, Navy,
government, political appointees fall into threeand Air Force; and key acquisition positions such
categories—(1) Presidential Appointments reas the Under Secretary of Defense (Acquisition,
quiring Senate (PAS) Confirmation (650 posi-Technology and Logistics) and Assistant Secre-
tions); (2) non-career Senior Executive Serviceary of the Army (Acquisition, Logistics and Tech-
(SES) positions (restricted to 10 percent of th@ology), Assistant Secretary of the Navy (Re-
SES, currently 650 positions); and (3) Schedulsearch, Development and Acquisition), and
C appointees (personnel assistants, secretaridssistant Secretary of the Air Force (Acquisition).
etc., approximately 1,508)In the DoD there are
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Chapter 4

DEPARTMENT
OF DEFENSE

For the first 150 years, the United States hadupport role to acquisition, such as the Defense
two separate departments, the War Departmeftontracting Management Agency (DCMA),
and the Department of the Navy, managing therhich provides

military business. After the end of World War contract admin-
Il, a variety of factors led many senior civilian istration
and military leaders to see a need for a mortor the
unified structure. Specific problems during thedepart-
war, such as the allocation of resources betweenent, and
the services, priorities, and command arrangehe Defense
ments, were all felt to have had a negative affec€ontract Au-
on the war effort. In 1947, a single “unified” dit Agency (DCAA)

structure was created with the passage of thehich provides audit support for the services
National Defense Act of 1947. However, as onand defense agencies.

observer noted, “Congressmen have tradition-

ally seen their ability to influence defense policyThis Chapter will primarily focus on the Office
enhanced under a decentralized structure araf the Secretary of Defense (OSD) and the
have feared loss of influence under a mor&ervices since the primary role of organizing,
centralized one...America’s defense establishiraining and equipping the military rests with
ment has reflected the pluralistic and decentrakach Service. Each service is headed by a
ized nature of America’s national governmenipolitical appointee nominated by the President
system.” Thus, the three services were still lefand approved by Congress. Each Service
with a significant amount of authority and Secretary reports directly to the Secretary of
responsibility. Defense.

e g v )
THE PENTAGON

There have been changes since then, mo6ISD is the core staff that provides advice and
strengthening the Secretary of Defense and h&upport to the Secretary. OSD consists of ap-
office!® with authority over the servicésFor proximately 2,000 personnel that, through the
the purposes of this Chapter, the department c&ecretary, sets “general policies and programs”
be divided into two elements—the warfightingand provides “general direction, authority, and
elements and the acquisition and logistics supzontrol” of the military departments and defense
port elements. Figure 5egpicts an overall view agencies. As shown in Figure 5-4, the Secretary
of the department with the warfighting elementss supported by a Deputy Secretary as well as
being the Unified Commanders for each theateseveral Under Secretaries that have considerable
The three major organizations involved ininfluence in acquisition. The person charged with
acquisition within the DoD are tife#my, Navy responsibility for acquisitiomatters within the
and Air Force. Other defense agencies play 8ecretary’s office is the Under Secretary of
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Secretary
of Defense
Department Department Office of Chairman,
of of the Secretary Joint Chiefs
the Army the Navy of Defense of Staff
Department Defense Joint
of Agencies Staff
the Air Force
UNIFIED Unified
<4—— Command
Regional Commands Functional Commands ,
L
U.S. European Command U.S. Space Command
U.S. Pacific Command U.S. Special Operations Command
U.S. Atlantic Command U.S. Transportation Command
U.S. Southern Command U.S. Strategic Command

Figure 5-3. Department of Defense Warfighting Elements

Secretary of Defense

Deputy Secretary of Defense

UsSD USD UsSD
(Policy) (Personnel (Acquisition
and Readiness) and Technology)
ASD uUsD
(Internatior]al | (Comptroller)
Security Policy) for acquisition matters
Director, |
- Program Analysis  |— *ASD
Deéense Set_curlty and Evaluation (Command, Control,
ooperation Communication,
Agency (DSCA) and Intelligence)
Defense Contract
ASD Audit Agency —
(International _— (DCAA) DASD
Security Affairs) C3I/Acquisition
Director,

Operational Test
and Evaluation

*Serves as DoD CIO and MDA for major AIS.

Figure 5-4. Office of the Secretary of Defense (as of May 1998)
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Defense for Acquisition, Technology andTo provide approval of a requirement that could

Logistics (USD (AT&L)). result in an ACAT | program, i.e., to validate the
mission need, a forum called the Joint Require-

The Development of ment Operational Council (JROC) was created.

Military Requirements The Vice-Chairman of the Joint Chiefs chairs the

council with the Vice-Chiefs of the military ser-
As the 21 Century begins, the DoD and the mili- vices as voting members (see Figure 5-5). For pro-
tary services strive to maintain air and spacgrams that fall under the automated management
superiority, meet rapid mobility requirements,information system programs, the JROC reviews
maintain naval superiority and be a force proand decides whether to be the validation and ap-
jection army The process to determine futureproval authority. If the JROC passes, the Assistant
military needs is referred to as tRequirements Secretary of Defense (ASD) for Camand, Con-
Generation ProcesdAll acquisition programs trol, Communication and Intelligence (C3I) be-
must be based on identifiable, documented, ancbmes the approval authority. While the JROC is
validated mission needs. The Joint Chiefs oprimarily involved in requirements approval, it also
Staff (JCS) is the organization responsible imparticipates in the Defense Acquisition Board
DoD for setting requirements policy. For large(DAB) to ensure that the program is meeting the
dollar programs, referred to as Major Defensenilitary needs. The JROC is a change from the
Acquisition Programs (MDAP) or Acquisition historical way of the military services deciding
Category (ACAT) | programs, the JCS is themilitary requirements and the next generation of
approval authority for the requirement. Forweapons. The JROC has also opened the capabil-
smaller dollar programs, referred to as ACAT llity for the warfighting, unified commanders to play
and Il programs, the individual services developn this process. Prior to the JROC meetings, a lower
their own requirement in coordination with thelevel board, the JROC Review Board, previews the
other services and defense agencies. requirements documentation to work out concerns

and to frame matters for the JROC.

MAJCOM Req

Air Force Vice Chief of Staff

MNS « Validate and approve ACAT I/ID
* Recommend lead service to DAB
ORD -+ Validate key performance
parameters in the ORD
« Approve the ORD
« Delegate ORD approval authority

Vice Chairman JCS

Figure 5-5. The Joint Requirement Operational Council (JROC)
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The Military Departments mission needs as a result of ongoing assessments
Requirements Processes of current and projected capability. Assessment
of identified deficiencies, such as occurred after
To develop a weapon system is expensive. Mesert Storm, has led to the establishment of
major weapon system will require billions of new requirements and new programs. The Joint
dollars to develop and field. When the service®irect Attack Munitions (JDAM) was such a
look at shortfalls in meeting mission require-program. During ideal weather conditions, for
ments, they first will evaluate changing military an air war, it was noted that there were still many
doctrine or tactics (referred to as non-materietlays when missions had to be called back be-
solutions) as the first choice. If a non-materiecause of the lack of a capability to find targets.
solution does not work, then buying an exist-The JDAM was required to meet that mission
ing system commercial or non-developmentahole, i.e., provide all weather, accurate, and low
item (NDI) is the preferred solution. By policy, cost capability to attack a broad spectrum of
the last choice for a military service is thefixed and relocatable targets. In this case an iden-
development of a new weapon system. tified deficiency. Besides establishing new op-
erational cpability or improving an existing
Prior to beginning the requirements generatiomarfighting capability, mission needs can also
process, the department develops a series bé used to reduce costs or enhance the logis-
military planning documents—part of the long-tics performance of systems. Requirement chan-
term planning process which provides strategiges caroccur in the order of doctrine, training,
military planning guidance. This is captured inleader development, agization, soldiers, and
a series of documents beginning with the Namaterials.
tional Military Strategy (NMS). The develop-
ment of military requirements, and the PlanningThe two main documents used to capture
Programming and Budgeting System (PPBS) allequirements are the Mission Needs Statement
reflect a direct linkage with this strategic plan-(MNS) and the Operational Requirements Docu-
ning process. The Defense Planning Guidanament (ORD). The MNS provides, in broad, non-
(DPG), the Chairman of the Joint Chiefs ofsystem specific, operational terms, the war-
Staff's “Joint Vision Capabilities|Bn,” the uni-  fighter's need. The concept is to provide, in a
fied Commanders’ “Commanders-Chief brief document (five pages), the user’'s need,
Integrated Priority Lists (CINC IPL),” and other which will become the basis for a material solu-
joint and service long-range plans all providetion. Once MNS is validated, it starts the acqui-
the framework for the requirements generatiosition process looking at possible solutions for
process to operat€he Services’long-term tech- the MNS. The ORD becomes more specific and
nology plans use this guidance for planning theiprovides the operational parameters, such as
investment of R&D dollars to maximize their speed, durability, reliability and precision among
effectiveness. other items, to include thresholds (minimums)
and objectives (desired outcomes). It is solution-
The Requirements Generation Process begins ariented and based upon the best alternative
the services, and each of the military services hahoices. The ORD is a living document and will
taken a different approach to managing thigvolve as a program matures. The ORD is the
process. The Army and Navy have a centralizelink between the MNS and the acquisition
process while the Air Force’s process is more deprocess.
centralized. However, each servicdedmines
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Service Requirements Organizations Army Materiel Command (AMC), other Army
commands, other military services, academia,
Department of the Army industry, and others. The ICT may be a tier-one

or tier-two ICT. HQ TRADOC tier-one ICTs are
In the Army, the Training and Doctrine Com- established for requirements documentation
mand (TRADOC) has the central responsibilitywhere there are multiple proponents, joint
for developing and approving all warfighting service impacts or high management interest/
requirements. Within TRADOC, this is accom-visibility (HQDA, OSD, or Congress).
plished both at the headquarters (HQ) level and
through the various branch schools. BesideS$ier-two ICTs are established and conducted un-
training, the Army’s branch schools have responder the guidance of school commandants or cen-
sibility for doctrine and requirements develop-ter commanders. These ICTs are used to de-
ment. Each school has a combat developmemelop or refine a warfighting concept operation
division, staffed by representatives of the prounique to a single proponent, or to determine
ponent branches, such as artillery, infantry oand document branch or function unique mis-
ordnance. While requirements may evolve fronsion needs and requirements. The ICTs are re-
a variety of organizations, such as major comsponsible for developing the MNS and the ORD
mands, field commanders, TRADOC schools, antbr the branch schoohlfter the ICTs de-velop
others, the Army branch schools, suclir@sAir  the requirements documents (MNS and ORD),
Defense Artillery School, Fort Bliss, Texas, will they are approved by the commandant of the
define, document and defend requirements (sgeoponent TRADOC school or center ghdn
Figure 5-6.) The schools are responsible foforwarded to HQ TRADOC for issue resolution
preparing the ORD and the MNS. and approval by the TRADOC Commanding
General.
The Army uses Integrated Concept Teams (ICT)
to improve development of requirements. Thélhey are then forwarded to HQs Army, Dep-
ICT is made up of members from TRADOC, uty Chief of Staff for Operations and Plans (DA

Air Defense Artillery Center Air Defense Artillery School
Armor Center Armor School
Aviation Center Aviation School

Aviation Logistics School
Field Artillery Center Field Artillery School
Chemical and Military Police Centers Chemical School

Military Policy School
Infantry Center Infantry School

Ordnance School
Combined Arms Center Combined Arms Center
Transportation Center Transportation School
Signal Center Signal School
Engineer Center Engineer School
Intelligence Center Intelligence School

Quartermaster School

Figure 5-6. TRADOC Centers/Schools
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DCSOPS) for review and evaluation. The Army-has several divisions that are the prime organiza-
level review will focus on issues raised by othetions responsible for developing the MNS and
services, the joint staff and OSD. Changes ar®RD for their areas of responsibility. They are
recommended to TRADOC for incorporation.divided into the different missions of the Navy—
DCSOPS is also responsible feisourcing the Expeditionary Warfare, Surface Warfare, Air
approved requirement by means of the PPBSVarfare, Submarine Warfare, and Special Pro-
after which the process is transferred to the matgrams Division (limited access programs) (see
riel developers and the acquisition communityFigure 5-7).
to develop and field the capabilities.

Requirements can be generated from a variety
Department of the Nawy of sources, such as the fleet, the shore estab-

lishment, or by one of the Office of the Chief of
The Navy has centralized the requirement®aval Operations (OPNAV) requirement divi-
development process at the HQ level. The Deputsions. While the requirement may have come
Chief of Naval Operations (DCNO) for Re- from somewhere else, the N8 OPNAV divisions
sources, Warfare Requirements and Assessmentsl become sponsors of the requirement and
(N8) is responsible for the Requirement Validateview/coordinate/develop a MNS. N8 will vali-
tion Process. He also is the validation andlate and approve for ACAT II, lll and IV MNS.
approval authority for requirements that do noThe warfare divisions also havesponsibility
require JROC approval. Nicknamed N8, the Chiefor reviewing, coordinating and preparing the

Resources, Warfare Requirements
and Assessments
(N8)

Assistant DCNO

(N8)
Programming Fiscal Management Expeditionary Air Warfare
Division — Division Warfare Division — Division
(N80) (N82) (N85) (N88)
Assessment CINC Liaison Surface Warfare Special Programs
Division - Division Division S Division
(N81) (N83) (N86) (N89)
Submarine
Warfare Division
(N87)

Figure 5-7. Navy Requirements Organizations
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ORD. The CNOvalidates and appves detgated then will ad/ocate within tieAir Forcebudgeting
MDAP ORDs. N8 apmmves all other§’ Thewar-  process for magy to fuffill their needs.

fare dvisions are the program\aatates anddwe

a responsibility for pviding fiscal sponsorship In the HQ Air Force, the Deputy Chief of Staff
of the programThe Requirementsfficer RO) for Air and Space Operations (AF/XO), and spe-
is the program sponsor andopides the ky cifically the Directorate of Operational Require-
interface between QNAV and the acquisition ments (AF/XOR),@views and coordinates MNS
management structure. Marine Corps requireand ORDSAF/XOR guides those programs re-
ments are managed through this process ampliiring appoval andvalidation through theRDC

funded by appropriate warfare sponso processThe Chief of StH is the appoval au-
thority for all MNS and ORDs foACAT Il and
Department of tke Air Force [l programs.

In the Air Force, the requirements process is deWithin theAir Force, a forum similar to th&0DC,
centralized with the major operational commandghe Air Force Requirement Operational Council
such as teAir Combat Commahat Langey Air  (AFROC), reviews MNS, ORD and other require-
Force BasgVirginia, having responsibility for dvel-  ments documents for joint issueslidity,
oping requirements (see Figure 5-8). Each comnteroperability with allies, and other iteni$e
mand has a Director of Requirements (DR) whoprocess is designed to emphasize the capability
as part of their modernizatioaviews and iden- needed to medir Force needsyersus a speci-
tifies ddicienciesgvolving threats, or technologi- fic design solutionTo develop dfective require-
cal opportunities; and generates requirementsaents documents, it is critical to understand
The operational commatsgdDR will write the deficiencies across lahir Force mission areas
MNS and the ORD, will prioritize programs, andand to consider JdilVarfighting MissiaAreas.

Air Combat Command Air Fo rce Special Operations Command
Air Education an d Training Air Intelli gence Agency

Air Fo rce Inspection A gency Air Mobility Command

Air Fo rce Materiel Command Air National Gua rd

Air Fo rce Personnel Center Air University

Air Fo rce Recruiting Se rvice Center Army and Air Fo rce Exchan ge Service
Air Fo rce Rescue Coo rdination Pacific Air Fo rces

Air Fo rce Reserve Command U.S. Air Fo rce Acade my

Reserve Office r Training Corps U.S. Air Forces in Eu rope

Air Fo rce Safety Center Air Fo rce Space Command

Air Force Services A gency

Figure 5-8 Air Force Major Requirements Organizations
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Chapter 5

DEFENSE ACQUISITION
STRUCTURE

At the beginning of the 1980s, the United Stateshartered the Defense Management Review
found itself with what some have termed thewhich further refined the acquisition structure to
“hollow military.” To correct the situation, the its current arrangement.
incoming Reagan Administration had, as one of
its goals, strengthening national security byJnder Secretary of DefensgAcquisition,
increasing the defense budget. As defense budlechnology and Logistics) (USD (AT&L))
gets increased, so too did Congressional scru-
tiny. Several scandals, mostly centering on ovei©ut of the above efforts, the popularly coined
paying for spare parts, developing expensive ré-acquisition czaf position was created. Offi-
qguirements for coffee pots and toilet seats owgially titled, the Under Secretary of Defense
aircraft, and buying $450 hammers, created aAcquisition, Technology and Logistid8)or
impression in the American public’s mind of athe Defense Acquisition Executive (DAE), the
system out of control. “acquisition czar” was given overall responsi-
bility for the policy and management of the
With increased public concern about the weapacquisition system. Similar positions were cre-
ons development process and wasted taxpayated within the Services. To create the “short
dollars, President Reagan tapped former Deputines of command,” the Program Executive
Secretary of Defense and founder of Hewlitt-Officer (PEQO) structure was created with four
Packard, David Packard, to chair a Blue Ribbotevels of management. The lines of command
Commission on Defense Management. Théetween the Service Acquisition Executive
panel issued their report in June 1986 recomSAE) and the Program Manager (PM) was
mending significant changes within the departlimited to two(see Figure 5-9).
ment in the management of acquisition pro-
grams. They called for the department to “estabin cases of major defense acquisition programs
lish unambiguous authority for overall acquisi-or programs involving Command Control and
tion policy, clear accountability for acquisition Intelligence programs the PM reports through
execution, and plain lines of command for thos¢he Head of the Component to USD (AT&L) or
with program management responsibilities.”ASD (C3I) respectively. USD (AT&L)’s author-
Included in those plain lines of command werety was strengthened when Congress determined
to be “short lines of command.” The Presidenthat USD (AT&L) would take precedence over
issued National Security Directive 2818 im-  Service Secretaries in acquisition matters. It also
plement the panel’s recommendations. Congresanks number three within the DoD hierarchy.
followed suit with the passage of the GoldwaterThis, along with the ability to have program
Nichols Act, which created changes in the manfunds withheld, provides USD (AT&L) with
agement of the acquisition businessl989 the significant leverage over the services.
new Secretary of Defense, Richard B. Cheney,
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Defense Acquisition DoD Chief
MDA Executive Information MDA
A USD (AT&L) Officer A
SAE ASD(C3lI) clo
Service
SAE Acquisition Executive/ Clo

A Chief Information Officer A
(Assistant Secretary or Equivalent) \

Program Executive Officer
PEO (see note) (General Officer/SES Civilian) (see note) PEO

N 4

Program Manager
PM (Col/LtCol/Civilian Equivalent) PM
ACAT ID ACAT IAM
Programs Programs

Note: Some PMs report direct to SAE.

Figure 5-9. Acquisition Program Reporting

The current USD (AT&L) is the Honorable Office of the Under Secretary of Defense
Jacques Gansler. In addition to setting acquis(fUSD) (Acquisition, Technology and

tion policy he has a large portfolio of responsi-Logistics (AT&L))

bilities. These include responsibility for R&D,

advanced technology, T&E, production, logis-The staff of the Under Secretary consists of vari-
tics, military construction, procurement, inter-ous functional offices which provide advice and
national cooperative programs, economic seclassistance on technology, procurement, testing
rity, and atomic energy. In the international com-and other areas. Figure 5-tlépicts the USD
munity, he is the equivalent of the ArmamentAT&L) organization. See Appendix B for a list-
Director and represents the department at thag of organizational functions. The Assistant
Four-Power Conference along with other majoSecretary of Defense for Command, Control,
international forums. Another important role isCommunications and Intelligence (C3l) works
that of the Senior Procurement Executive (SPE)ith USD (AT&L) on acquisition matters for
responsible for management and direction of thmformation systems. The office of USD (AT&L)
procurement system, including implementatioris primarily a policy-making organization with
of unique procurement policies, regulation andversight of the acquisition organizations within
standards. the Services and agencies.
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Director, (Acquisition, Technology and Logistics) Executive
Special Director
Programs Science Board

Under Secretary of Defense

Principal Deput: L Biecion
P puty Logistics and Defense Research
USD (AT&L) - . . .
Material Readiness and Engineering
DUSD DUSD ADUSD Director,
Industrial Acquisition — Supply Chair —— Strategic and
Affairs Reform Integration Tactical Systems
DUSD DUSD ADUSD DUSD
Installations Environmental — Maintenance — Science and
Security Policy Technology
Director, Director ADUSD DUSD
Defense International —  Transportation — Advanced Systems
Procurement Cooperation Policy and Concepts
Director, Director, Director, Defense
Acquisition Small and - Logistics L_| Advanced Research
Resources and Disadvantaged Reinvention Office Projects Agency
Analysis Business Utilization
Director,
— Systems
Engineering
Director
Interoperability
Defense
| Logistics
Agency

Acquisition matters

Assistant Secretary
of Defense
Command, Control,
Communications and
Intelligence (C3l)

Defense Contract Ballistic Missile Defense Threat
Management Defense Reduction
Agency Organization Agency

(As of June 2000)

Figure 5-10.
Office of the Under Secretary of Defense (Acquisition, Technology and Logistics
(with ASD (C3l))
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Other OSD organizations involved in acquisi- Chief Information Officer (CIO) and provides
tion: USD (AT&L) is the primary acquison  oversight and policy to govern the development,
organization within OSD. Several other offices,acquisition, and operation of information
however, play critical roles in oversight of ac-technology (IT) and information systems. ASD
quisition, or provide guidance to USD (AT&L), (C3I) chairs the DAB for Major Automated In-
or have a key role in determining the resourcermation Systems (MAIS).
available for acquisition programs.

General Councilis the chief legal adviser on
Under Secretary of Defense (Comptroller) acquisition issues and legislation. Coordinates
(USD (Q))is the principal advisor and assistanton significant legal issues, including litigation
to the Secretary and Deputy Secretary of Defensevolving the DoD. Acts as lead counsel for the
for budgetary and fiscal matters (including bud-Department in all international negotiations con-
get formulation and execution, and contract audilucted by OSD organizations. Maintains the cen-
administration and organization) and administergal repository for all international agreements
the PPBS. In addition, the USD (C) is the Chiehegotiated by DoD personnel.
Financial Officer of the DoD.

Defense Logistics Agency (DLA)s a central
Director, Operational Test and Evaluation combat support agency for the department. DLA
(DOT&E) sets the policy and standards for opprovides worldwide logistics support for the
erational testing and analyzes operational teshissions of the military departments and the
results. DOT&E has oversight responsibility forUnified Combatant Commands and other Fed-
operational testing within the services. eral agencies, foreign governments, international

organizations, and others as authorized. Provides
DoD Inspector General (IG)serves as an inde- materiel commodities and items of supply that
pendent official for conducting audits and in-are common to the military services.
vestigations relating to programs and operations
of the department. The IG is responsible for idenThe Defense ContractManagement Agency
tifying problems, deficiencies, fraud and abus€DCMA) is the single organization responsible
in the management of programs and identifyindor worldwide contract management.
the need for corrective action.

Defense Contract Audit Agency (DCAA)per-
Assistant Secretary of Defense for Command, forms contract audits and provides accounting and
Control, Communications and Intelligence financial advice to DoD procurement organi-
(ASD (C3l)) sets policy for the management ofzations and others, such as NASA. These services
command, control, communication, intelligenceare provided in connection with negotiation,
and information management systems and sof&dministration, and settlement of contracts and
ware for the department. He is the Department’'subcontracts.
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Chapter 6

SERVICE ACQUISITION
ORGANIZATIONS

The Services—Army, Navy and Air Force—aremission needs. The Army and Air Force have
separate departments within DoD, required byajor Commands, headed by four-star generals,
statute to train, organize, and equip their respeevhich have acquisition and logistics responsi-
tive military organizations. Thus, a significantbilities—Army Materiel Command (AMC) and
responsibility of each Service is the acquisitiorAir Force Materiel Command (AFMC). These
of military equipment to meet the needs of theommands manage the personnel, resources and
warfighter. Closely allied with the structural processes involved in acquisition and logistics
division of responsibilities is the department'ssupport of the operational forces. The Navy
management philosophy. Since the creation cgliminated its Materiel Command in the 1980s
DoD, the philosophy has been to centralizeand has four subordinate Naval Systems Com-
policy-making at the OSD and Service headmands, two headed by three-star admirals, with
quarters level, with decentralized execution ofesponsibility for the acquisition of systems and
programs at field level organizations. As seemproviding logistics support to the fleet.
above, OSD is primarily a policy-making orga-
nization, although it plays a key role in programAt the service headquarters level, each Service
management through the PEO structure fohas established offices with responsibility for
MDAPs and in its oversight role through theoversight and direction of the acquisition sys-
Defense Acquisition Board (DAB). tem, and for providing acquisition and contract-
ing policy, and budget preparation. The role of
All three Services have organized based upolT in weapon system development and manage-
OSD direction and congressional mandatesnent of information within the services is rec-
Each Service has a single, full-time SAE, arognized by establishment of CIOs. In the Air
“acquisition czar,” at the Assistant SecretaryForce the CIO is located within the acquisition
level2® The SAB! has responsibility for mak- organization; while in the Navy and Army it is
ing acquisition policy and managing the acquiin a separate organization, but works with the
sition system within their respective departmentacquisition organization on common issues. The
Each of the Services has created a streamlin€zlOs have responsibility for information tech-
organization required by the 1989 Defense Mamology policies, procedures, standards, to in-
agement Review which includes the PM, theclude software policy and practices, and for the
PEO, and the SAE—although each is managedevelopment, acquisition and fielding of infor-
slightly differently. mation technology and systems within their
service.
Within this basic structure, each of the services
has organized to meet its management and
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THE ARMY ACQUISITION organizations range in size from 50 to 100 per-
ORGANIZATION sonnel and are located at the AMC subordinate
commands, such as AMCOM in Huntsville,
The Army’s? Acquisition Executive is the Assis- Alabama. There is also a PEO for Reserve Com-
tant Secretary of the Army, Acquisition, Logis- ponent Automated Systems. Three Direct Re-
tics and Technology (ASA (ALT)). He is respon-porting Program Managers (DRPMs) manage
sible for policy and management of both thehe Joint Tactical Radio System, Biological De-
acquisition and logistics systems. The headquafense, and Chemical Demilitarization, respec-
ters’ organization consists of six major deputiesively. Figure 5-11shows the ASA (ALT) orga-
that provide support and advice to the Assistantizational structure. Appendix C provides a
Secretary. They include a Principal Military functional description of each office.
Deputy who is also the Deputy for Acquisition
Career Management; Deputies for LogisticsArmy Materiel Command (AMC)
Research and Technology; Procurement; Plans,
Programs and Policy; Systems Management anthe AMC, a major command, located in Alex-
Horizontal Technical Integration; and a Directorandria, Virginia, employs about 65,000 military
for Assessment and Evaluation. and civilian employees and is the Army’s prin-
cipal materiel developer. AMC provides man-
The acquisition workforce education and trainagement of numerous maintenance depots, in-
ing responsibility is assigned to the Deputy Di-ventory control points, arsenals, ammunition
rector, Acquisition Career Management, whalants, laboratories, test facilities, and procure-
reports directly to the principle military deputy. ment operations—much of it in general support
With the recent emphasis on privatization, af the acquisition mission of the department. In
Director for Competitive Sourcing has beenaddition to its logistics and maintenance respon-
added. The Army’s CIO is separate from thesibilities, AMC headquarters has responsibility
ASA (ALT). CIO responsibility is vested in the for providing the resources for the education and
Director of Information Systems for Command,training of the acquisition workforce, ensuring
Control, Communication and Computers whomanpower support for program offices and
reports directly to the Secretary of the Army.PEOs, and development and maintenance of
The mission areas of Combat Service Suppogcquisition processes. Within the headquarters
and Ammunition are assigned to AMC for man-of AMC there are three offices primarily in-
agement, but the individuals are dual hatted aglved in acquisition: the Deputy Chief of Staff
the “Deputy for” as part of the ASA (ALT) staff. for Research, Development, and Acquisition; the
Office for International Programs; and the Dep-
Medical Systems are not assigned to the AMCQuty Chief of Staff for Security Assistance. AMC
They are separately managed by the Army Medis also the executive agent with responsibility
cal Research and Materiel Command at Fortib acquire all ammunition for the three Services.
Detrick, Maryland. The Deputy Assistant Sec-
retary for Chemical Demilitarization overseesAMC has nine sub-organizations with specific
the U.S. chemical weapons destruction progranareas of responsibility for acquiring weapon
systems not assigned to the PEOs. In these or-
The Army currently has seven PEOs as a linganizations the Program Offices develop the
organization reporting directly to the SAE, cov-acquisition strategies and approaches, select the
ering program areas, such as, missiles, supparontractors to develop or produce the weapon
systems, aviation and others. The Army’s PEQystem and manage the contracts. They are:
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DISC4/CIO |-+ Assistant Secretary
of the Army (ALT)
Deputy Director —
Acquisition Career |—] Military Deputy ASA (ALT) and
Management Director, Acquisition Career Management
Deputy Deputy Deputy, ASA Deputy for Director,
ASA ASA Plans, Systems Program
Research Procurement Programs Management Assessment
and and and Horizontal and
Technology Policy Tech Integration Evaluation
Program Executive Officers
Director Tactical Ground Command, STAMIS
Competitive Missiles Combat Control,
Sourcing Support and
Systems Communication
Systems
Deputy for Deputy for :
Combat Ammunition *Reserve Aviation Air and Intelligence,
Service and DCS, Component Missile Electronic
Support and Ammunition, Auto System Defense Warfare
DCS HQAMC and
RD&E, Sensors
HQAMC
Deputy for Medical Systems and CDR, DRPM DRPM DRPM
U.S. Army Medical Research and Materiel Joint Tactical Bio Chemical
Command, Fort Detrick, MD Radio System Defense Demil
Program Report
(As of June 2000)

--------------------- Coordination and Support

Figure 5-11.
Office of the Assistant Secretary of the Army (Acquisition, Logistics and Technology)
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Aviation and Missile Command/AMCOM, SAE. The Navy PEO offices are located at the

Huntsville, Alabama Naval Systems Commands and contain about
Army Research Laboratory/ARL, Adelphi, 15-20 personnel per office. The PEO Joint Strike
Maryland Fighter (JSF), dual hatted as the PM, manages a

Communications — Electronics Commandjoint Navy/Air Force program. This is an inno-
CECOM, Ft. Monmouth, New Jersey vative Navy/Air Force management approach
Industrial Operations Command/IOC, Rockto increasing emphasis on joint program man-

Island, Illinois agement. The current PM/PEO is a Marine
Soldier & Biological Chemical Command/ Corp general officer and reports to the Assis-
SBCCOM, Aberdeen, Maryland tant Secretary of the Air Force (Acquisition). At

Simulation, Training & Instrumentation the end of his tour, the position will alternate to
Command/STRICOM, Orlando, Florida an Air Force PM whose reporting official will

Tank-automotive & Armaments Command/be the ASN (RD&A). Two of the PEOs are
TACOM, Warren, Michigan actually Direct Reporting PMs (DRPMs) for—

Test and Evaluation Command/TECOM, Strategic Systems Programs (SSP) and Advance
Alexandria, Virginia Amphibious Assault Programs (AAAP). Figure

U.S. Army Security Assistance Command/5-12 shows the ASN (RD&A) organizational
USASAC, Alexandria, Virginia structure. Appendix C provides a functional

description of each office.

THE NAVY ACQUISITION Naval Systems Commands
ORGANIZATION

The next level of major command in Navy
The Navy Acquisition Executive is the Assis-acquisition is the Systems Commands, two of
tant Secretary of the Navy for Research, Develwhich are headed by three star admirals. Each
opment and Acquisition (ASN (RD&A)). ASN of these commanders has responsibility for pro-
(RD&A) sets policy and manages the Navy’'sgrams not managed by the SAE. They also have
acquisition system. Six Deputy Assistant Secthe responsibility to implement acquisition ini-
retaries (covering the program areas of shipgiatives and provide the manpower and logistics
mine/undersea warfare, air, C4l/electronic warsupport for the Navy PEOs and DRPMs. The
fare/space, theater air defense and expeditioEOs and DRPM are collocated with the respec-
ary forces) support him. The Navy’s CIO is ative Systems Command. The four major Navy
separate organizations reporting directly to th&ystems Commands are:
Secretary of the Navy. The Navy’'s SAE is sup-
ported by five functional directors—Acquisition Naval Air Systems Command (NAVAIR),

and Business Management, International Pro- Patuxent Naval Air Station, Maryland
grams, Acquisition Career Managementand Ac- Space and Naval Warfare Systems Com-
quisition Reform and Planning, Programming mand (SPAWAR), San Diego, California
and Resources. The Office of Naval Researchis Naval Sea Systems Command (NAVSEA),
a line unit that reports directly to the ASN Washington, D.C.

(RD&A). Marine Corps Systems Command (MAR-

CORSYSCOM), Quantico, Virginia
Eleven PEOs, with responsibility for major de-
fense programs in areas, such as undersea waithin these commands are various subordinate
fare and mine warfare, report directly to thecommands which support the acquisition system.
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Assistant Secretary of the Navy

Principal Deputy

Deputies Deputies
DASN DASN DASN DASN DASN DASN
Ship Mine/ Air C4I/EW/Space Expeditionary Theater
Programs Undersea Programs Programs Force Combat
Warfare (Navy CIO) Programs Systems
Functional Directors Functional Directors
Chief of Deputy Director Director Acquisition DASN
Naval Acquisition International Acquisition Reform Planning,
Research and Business Programs Career Executive Programming
Management Management and Resources
Program Executive Officers
Mine Surface Information Submarines Cruise Missiles and Tactical Aircraft
Warfare Strike Technology Joint Unmanned Aircraft Carriers
Aerial Vehicles Programs
Expeditionary Air ASW, Assault Theater Air Joint
Warfare and Defense/ Strike
Special Msn Programs Surface Fighter*
Combatants
Direct Reporting Rrogram Managers

Advanced Amphibious
Assault

Strategic Systems
Program

*AF PEO reports to Navy Acquisition Executive. (As of June 2000)

Figure 5-12.
Office of the Assistant Secretary of the Navy (Research, Development & Acquisition)
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For example, NAVAIR has the Naval Air War- structure. Appendix C provides a functional
fare Center Aircraft Division (NAWC AD), Na- description of each office.
val Air Warfare Center Weapons Division
(NAWC WD), Naval Air Warfare Center Train- Air Force Program Executive Officers (AFPEQOS)
ing Systems Division (NAWC TSD), and Naval are responsible for a number of mission-related
Inventory Control Point (NAVICP). There are programs, which collectively comprise the
two other support systems commands: the NawEQ’s portfolio. The current six PEOs have port-
Facilities Engineering Command, Washingtonfolios grouped into areas, such as fighters and
D.C., responsible for construction and facilitiesbombers, weapons, airlift and trainers, space,
maintenance and the Navy Supply Systemsommand and control, and logistics information
Command, Mechanicsburg, Pennsylvaniasystems. The PEOs are a field unit, not part of
which provides in-service logistics support. the headquarters staff, and have small staffs,
consisting of seven personnel for each office. A
typical PEO will have oversight of five or six
AIR FORCE ACQUISITION programs, each managed by a PM, who is held
ORGANIZATION responsible for ensuring that cost, schedule and
performance aspects of acquisition programs are
The Air Force acquisition executive is the Assisexecuted within an approved program baseline.
tant Secretary of the Air Force (Acquisition)—
(ASAF (A)). ASAF (A) has two principal depu- For other than Major and Selected programs
ties. The Principal Deputy (Acquisition and (ACAT llIs), the commanders of AFMC Prod-
Management) oversees the management of Airct Divisions and Air Logistics Centers perform
Force acquisition programs, acquisition reforma PEO role. In their PEO role they are referred
and acquisition training and education. This into as Designated Acquisition Commanders
dividual currently holds the position of chair- (DACs). These DACs are also established in a
man of the NATO Airborne Early Warning and direct reporting line between their subordinate
Control Program Management Board of DirecPMs and the SAE. In their role as center com-
tors. The Principal Deputy (Acquisition) pro- manders, they report to the AFMC commander.
vides management direction of programs, work&igure 5-14shows this relationship.
the interface with the user and the Hill. Addi-
tionally, he is designated as the Air Force’s CIOAir Force Materiel Command (AFMC)

The support staff consists of mission ared’he HQ for AFMC, a major Air Force command,
directors and functional directors. The fouris located at Wright-Patterson Air Force Base,
Mission Area Directors for Information Domi- Ohio, and employs over 100,000 personnel. Its
nance, Global Power, Global Reach and Spagaission is to manage the Air Force research,
and Nuclear Deterrence provide policy, direc-development, test, and acquisition of programs
tion, resource allocation (PPBS) (program budand to provide logistics support for Air Force
gets), and oversight for programs within theirweapons systems. Specifically, they perform scien-
mission areas. The four functional organizationsfic research and depot maintenanceyigetech-

are Contracting; Special Programs; Scienceaical support for existing weapon systesigh as
Technology and Engineering; and Managemerthe F-16, certifying and managing system safety,
Policy and Program Integration. There is alsantegrity and suitability for combat use. They also
the Air Force Acquisition Management Chairprovides the manpower and process support to
located at the Defense Systems Managemetite PEO structure.

College. Figure 5-13 shows the organizational
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Assistant Secretary of the Air Force
(Acquisition)
(AF SAE and SPE) « Scientific Advisory Board
¢ RFP Support Office
Principal Deputy Principal Deputy * AF Chair — DSMC
(Acquisition & (Acquisition)
Management)
Functional Directors
Director, DAS, Science DAS, DAS,
Special Technology and Contracting Management
Programs Engineering Policy and
Program
Integration
Mission Area Directors
I I I I
Director, Director, Director, Director,
Global Global Information Space and
Reach Power Dominance Nuclear
Deterrence
Program Executive Officers
Airlift Fighters Weapons JSF* Command Space Logistics
and and and Information
Trainers Bombers Control Systems
*AF PEO reports to Navy Acquisition Executive. (As of April 1999)
Figure 5-13.

Office of the Assistant Secretary of the Air Force (Acquisition)

AFMC has management responsibility for Air
Force weapons systems “womb to tomb.” Wea-
pon systems with significant development or
production efforts remaining are managed by
one of four Product Centers. These centers are
primarily responsible for development, acqui-Existing weapon systems and military equip-
sition, testing, and fielding of new or modified ment are managed by one of five air logistics
weapon systems. The four centers are: centers. These centers have responsibility for
logistics support and maintenance of weapon
systems and equipment.

Electronic Systems Center, Hanscom Air
Force Base, Massachusetts

Air Armament Center, Eglin Air Force Base,
Florida

Aeronautical Systems Center, Wright-
Patterson Air Force Base, Ohio
Space and Missile Systems Center, Los Ogden Air Logistic Center, Utah
Angeles Air Force Base, California Oklahoma City Air Logistics Center,
Oklahoma
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Management Support
USD (AT&L) AF
SAE AFMC
Acquisition, Policy
Support and Processes
Staff
DAC Product Centers
Log Centers
PEOs
Program
Managers
Staff Acquisition
Staff
¢
Program Technical/Logistics/
Manager < Contract Support

Figure 5-14. Acquisition Management Structure
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Sacramento Air Logistics Center, CaliforniaAFMC is also home of the Air Force Research

(scheduled to close 2001) Laboratory (AFRL). The AFRL is the science and
San Antonio Air Logistics Center, Texas, technology organization for the Air Force. They

(scheduled to close 2001) perform internal research and leverage the
Warner—Robbins Air Logistics Center, capability of other national scientific organiza-

Georgia tions, industry, and academia. The Air Force Se-

curity Assistance Center is also part of AFMC,
In support of weapons development, AFMC hasnd manages foreign military sales programs
two test Centers—Arnold Engineering Develop-totaling in excess of $20 billion in support of more
ment Center, Tennessee, and Air Force Flight Teftan 80 foreign countries.
Center at Edwards Air Force Base, California.
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Chapter 7

THE DEFENSE
ACQUISITION SYSTEM

There are three decision support systems useditapacts on the ability of the acquisition system
manage the department. They are: (1) the Requirs deliver timely, cost effective systems.

ments Generation Process (discussed earlier); (2)

the PPBS, and (3) the Acquisition Management

System. All three systems are designed to assistPLANNING, PROGRAMMING, AND

senior decision-makers such as the SECDEF, BUDGETING SYSTEM (PPBS)

USD (AT&L) and other senior officials in mak-

ing critical decisions. The output from these sysin 1962 Defense Secretary Robert S. McNamara
tems provide the money, authority, people andnd Charles J. Fitch, OSD Comptroller, wanted
other resources necessary teare programs and to “run government more like a business.” They
deliver a product to the warfighters. Figure 5-15developed the PPBS to link strategic planning
provides a conceptual look at the systems and tlaetivities to the budget. This system, unique to
overlap between the systems. While these systertigee DoD, provides thenechanism for develop-
interact, they alsoperate separately, continu-ment of the Department’s portion of the
ously and concurrently. Decisions and issuePresident’s Budget.

overlap from one system to the other; and each

Planning, Programming,
and
Budget System (PPBS)

DRB Review
and
Approval

Acquisition
Management

Requirements
Generation

DAB Review and
Approval
ACAT |

VC/JCS/Service
Chief
Oversight

Milestone Decision
Authority (MDA)
Oversight

Figure 5-15. Three Decision Making Support Systems
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Prior to implementation of the PPBS system, thassessing the capabilities and risks associated
military departments “planned, programmedwith the proposed forces and programs. A period
and budgeted” a year at a time. PPBS provides formal discussions (program review cycle)
a disciplined process to tie long-term planningfollows between the Services, OSD, and the JCS.
such as the DPG, to the resources needed to ifBnce an acceptable level of resources and pro-
plement the planning and the budgetary dollargrams is agreed to, the Secretary of Defense is-
necessary for implementation. Senior leadersues the Program Decision Memorandum
then have the information to make informed(PDM). See Figure 5-16 for the time frames for
affordability assessments, to prioritize require€onducting the PPBS cycle.
ments and to make resource allocation decisions
on defense acquisition programs. PPBS is &he final phase is the budgeting phase and the
cyclic process, looking out five years, with an-responsibility of the OSD (C). The PDM has
nual reviews of the resources necessary for theet the resource and acquisition program levels.
department to operate. In each phase, OSD i3hese are translated into the Service annual bud-
sues guidance; the Services, defense agencigsts, which are in turn reviewed by OSD. Based
and the JCS request resources; and the Defenggon OSD comments, the services submit a Bud-
Secretary issues a decision. The Deputy Secrget Estimate Submission (BES) in September.
tary of Defense, with advice from the DRB, After resolution of issues caused by the BES
manages the PPBS system. submittal, OSD issues program budget decisions
and the DoD budget is finalized. What survives
The planning portion of the PPBS is the responis voluminously documented and submitted to
sibility of the USD Policy. Generally, this phaseOMB for inclusion in the President’s Budget,
begins about two years in advance of the FY imvhich is submitted to Capitol Hill in February.
which the budget will be requested. The Ser-
vices and Joint Staff, with OSD, conduct thisThe Acquisition Management System
six-month process beginning in the fall and end-
ing in March. The overall framework for plan- The Acquisition Management System consists
ning is provided by the President in his Nationabf the policies and procedures governing the
Security Strategy and the National Military operations of the entire DoD acquisition system.
Strategy. This phase begins when the JCS i3+here are two documents that guide the defense
sues the Joint Planning Document (JPD) whiclacquisition business. The first regulation is the
proposes long-term strategy and force level®oD Directive 5000.1, Defense Acquisition,
necessary to achieve national military objectiveswhich identifies the key officials and panels for
Based on the JPD, OSD issues the DPG docmanaging the system and provides broad policy
ment, which provides the strategic mid-rangeand principles for all acquisition programs. Its
planning framework for developing the Servicesister pamphlet is DoD Regulation 5000.2, Man-
Program Objective Memorandum (POM). datory Procedure for Major Defense Acquisi-
tion Programs (MDAPs) and Major Automated
The programming phase is next and is thénformation System Acquisition Programs
responsibility of OSD’s Program Analysis and(MAIS). This document provides specific man-
Evaluation office. The Services respond withdatory policies and procedures to guide the de-
their POM stating requirements for resourcesyelopment and production of major programs.
such as personnel and supplies, and justifyinghere are three general principles governing the
acquisition programs. The JCS then submits toperation of the defense acquisition system:
OSD the Chairman Program Assessment (CPA)
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Planning Phase Programming Phase
Year 1 Year 2 Year 2 Year 2
August-September March April April-September
Long Range Defense Planning Program Objective OSD Review
Investment Plans —pp| Guidance by JCS, | Memoranda —p»| Program Decision
by JCS with Services OSD and Services Services to OSD Memorandum

Budgeting Phase

Year 3 Year 3 Year 2 Year 2
February January September—December September
President’s Two Year OSD Review Budget
Budget Submitted @— Defense Budget l«@—| Program Budget — Estimate €
to Congress OMB Review Decision (PBD) Submission

Figure 5-16. Planning, Programming, and Budgeting Cycle

1. Translate operational needs into stablefrigure 5-173 At each of these milestones, the

affordable programs, decision-maker, the Milestone Decision Author-
ity (MDA), will make a determination whether
2. Acquire quality products, and or not the system is programmatically and tech-

nologically ready for the next phase. As an
3. Organizing for efficiency and effectiveness.example, an Army personnel carrier entered the

Program Definition and Risk Reduction phase
The acquisition system is designed around with two goals—demonstrating certain technol-
series of life-cycle phases. It begins with theogy and developing a successful prototype. The
conceptualization of a system and extends tMDA will evaluate how successful the program
actually developing and fielding a system, angerformed its goals and what its projected cost,
eventually phasing it out of the inventory. It isschedule and technical risks are for the next
more colorfully described as “womb to tomb.” phase. If the Phase | goals have been met and
The four phases of the DoD acquisition systenthe performance parameters are acceptable, the
are: (1) Concept Exploration (CE), (2) ProgramMDA will approve the program’s entry to the
Definition and Risk Reduction (PDRD), (3) next phase—EMD. Of course, if the program
Engineering and Manufacturing Developmentas not met its goals and the risks are perceived
(EMD), and (4) Production, Fielding/Deploy- to be too great, the program could be cancelled
ment, and Operational Support. As a systeror additional technical efforts may be under-
moves through its life cycle, it must pass decitaken. For Major programs, the DAB (to be dis-
sion points. These points are called Milestoneussed later) is the MDA. This is an event-driven
Decision Points (Milestone 0 to IV). The phasegrocess and some programs will go through a
and milestone decision points are shown iphase in one or two years where another may
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Milestone
11

Milestone
0

Production
or
Fielding/
Deployment
Approval

Approval
to
Conduct
Concept
Studies

Approval
to
Begin New
Acquisition
Program

Approval
to

Enter
EMD

Pre-Phase 0 Phase 0 Phase | Phase Il Phase IlI
Activity Concept Program Engineering Production,
Exploration Definition and Fielding/
and Manufacturing Deployment
Risk Development and
Reduction Operational
Support

Figure 5-17. Milestones and Phases

take four or five years. The next section pro» Whattechnical problems must be overcome?

vides a description of each of the milestones and

phases. « What technology is available to meet
military needs?

PHASES AND MILESTONE? * What are the technical risks?

Milestone O/Phase 0: Concept Exploratioi ~ « What will the program cost and how long to
field?

The Requirements Generation Process has

identified a shortfall in military capability and This “concept” will translate a range of ideas

turned to the acquisition community. The basidnto a more detailed, but still abstract, descrip-

guestions asked by the acquisition communityion of a possible solution. Generally, this phase

are “How can | solve this problem? What typeis short lived, possibly several years, and

of material solution is possible?” The answerelatively inexpensive.

could be a new aircraft, a remotely-piloted

vehicle, modification of an existing aircraft, or Milestone I. Approval to Begin a New

other possible solutions. During this phase mogkcquisition Program/Phase | — Program

of the effort is paper products—studies of vari-Definition and Risk Reduction

ous concepts to meet the warfighters needs.

These studies will address the following typesThis is the phase where a program becomes a

of questions: program. If it is an ACAT | program, the DAB
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will provide criteria for entering the next phaseMilestone IlI: Approval for Production,

of acquisition. During this phase the progranfielding/Deployment, and Operational

office will look at alternative acquisition stra- Support/Phase Ill — Production, Fielding/
tegies and solutions. New technologies will beDeployment, and Operational Support
evaluated for possible incorporation into the

system. The cost, schedule, and technical risksworks! It has been tested and is ready for pro-
will be assessed. Prototypes may be built anduction. With the Milestone Il production ap-
tested to further identify and reduce risksproval by the MDA, this phase brings the equip-
Technical factors that drive cost will be evalu-ment to the warfighter. As the equipment is de-
ated. Estimates of the life-cycle cost of the syshivered, the military services will introduce the
tem will be developed. Other factors, such agquipment into the inventory and into actual use.
interoperability with other services and allies,Along with the equipment will come the tech-
should be pursued and evaluated. As the title toical orders on how to operate and repair the
this phase indicates, the program office is tryinggquipment, the spare parts, the training and train-
to “flesh out” the item and focus on risk reduc-ing equipment, and test equipment necessary to
tion of the system prior to the next decision pointoperate the equipment.

This phase can be as short as two to three years

or well over five years. In summary, the development of a weapon
system is a methodical, event-driven process,
Milestone Il: Approval to Enter which can well take over 10-15 years. However,
Engineering and Manufacturing the warfighting environment is dynamic. New
Development/Phase Il — Engineering technology makes old technology obsolete. Test-
and Manufacturing Development ing may have identified deficiencies that need

to be corrected. The enemy’s equipment and tac-
The purpose of the Milestone Il decision pointtics may change. For these types of reasons,
is to determine if the results of Phase | warranadditional changes to the system, some major,
continuation of the program, and to approvamay occur many years after the system is fielded.
entry into EMD. The program is now moving The first B-52 pilot’s grandson, and perhaps
from the experimental phase into the engineegreat grandson, may still be flying that aircratft.
ing design phase and it is a significant commitSystems such as the B-52, which have been in
ment of government funds. A particular ap-the inventory for 50 years, require constant
proach—ship, radar, airplane—has been selechange to keep up-to-date with emerging threats
ted and the actual design of the system takemnd new technology. Some modifications, such
place. The contractor designs the system, buildss new avionics, or engines, could be of suffi-
actual products, and then tests the item to emient cost and complexity that they could qualify
sure it performs to specification. Also during thisas a new major system program. If this happens,
phase, operational testing will be accomplishethey will be managed as a “new” major program.
to ensure that it performs as it should in a com-
bat environment. A limited commitment to pro-
duction, called Low Rate Initial Production DESIGNATION OF PROGRAMS
(LRIP),26 will occur. Depending upon the sys-
tem and the program risks, the MDA couldThe Department assigns a designation to a pro-
approve the LRIP initially or when EMD is com- gram to ensure the proper level of management
pleted. This phase often takes three to five yeargview. These designations also indicate the
or longer. statutory and regulatory policy that the program
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must comply with. The most senior level of Categories of Acquisition Programs and
review, OSD (DAB) review, is selected for theMilestone Decision Authorities (MDAY?®
most costly programs—a MDAP, also referred

to as an Acquisition Category | (ACAT I) pro- Category = Management Responsibility/MDA
gram. The next level is a Major Program, or Ac-
quisition Category Il (ACAT Il). For less than ACAT ID  USD (AT&L)

major programs, or ACAT Ill programs, the level ACAT IC  Generally the Service Acquisition

of review is delegated to the PEO or Systems Executive

Command level. In most cases the cost of a prdACAT IAM  Assistant Secretary of Defense
gram is used to determine the review level. An (C3I)*°

MDAP is based upon the cost for research, deACAT IAC SAE

velopment, test and evaluation (RDT&E) of aACAT Il SAE

weapons system of more than $355 million dolACAT lII 3 Delegated to PEO/PM/acquisition
larg’” or for production cost of an item for more command

than $2.135 billion. The SAE will review a ma-

jor system (ACAT II) at the Service, versus OSD

level. An ACAT Il designation is based upon DEFENSE FORUMS

RDT&E cost of more than $135 million, or pro-

curement cost of more than $640 million. All There are several key Boards the DoD uses to

other systems are considered less-than-majoranage decision making in the three decision

systems (ACAT Il1l). While normally the level systems. These boards allow the Deputy Secre-

of review is designated by a system’s cost, d@ary or the Under Secretary for (AT&L) to have

other times, the USD (AT&L) or the SAE will the benefit of the key players in the system to

determine that because of high technical riskprovide input and advise him in making his

or political issues, a more senior review isdecision. The DRB is the senior DoD resource

warranted. allocation board chaired by the Deputy Secre-
tary of Defense. The DRB advises the Deputy

For over 20 years the department has provide@ecretary on major resource allocation decisions

oversight of motor automated informationand authorizes funds. Its membership includes

systems under a separate forum. The Majochairman and Vice Chairman JCS, Under Sec-

Automated Information System Acquisition retaries of Defense, Chiefs and Secretaries of

Review Council (MAISARC) process has the military Departments. The DRB coordinates

recently been integrated into the DAB processthe two decision systems—the PPBS and

A program receives a MAIS Acquisition Pro- Acquisition Management Systems.

gram designation at a lower dollar value. A pro-

gram with costs in any single year in excess of he Defense Acquisition Board (DAB*

$30 million dollars, or total program costs in

excess of $120 million, or total life-cycle costsThis body has been called the “corporate-level

in excess of $360 millidd will be designated Vice-presidents of DoD weapons acquisition.”

an ACAT IAM program. It is the senior DoDacquisitionreview board
chaired by the USD (AT&L3 for ACAT | pro-
grams. At each milestone the DAB authorizes
program initiation or continuation. Each DAB
review assesses the program’s accomplishment
of its required objectives during the current
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phase and is it ready for the next acquisitiormeant to overcome these problems. It should be
phase. When the DAB approves continuation, ihoted that in many cases the OIPT could resolve
provides exit criteria, which must be met toall major issues, and not require the DAB to

continue into the next phase. meet in ercutive session, but rather perform a
“paper” DAB. If the DAB agrees, then the ap-
DAB Members proval document—an Acquisition Decision

Memorandum (ADM)—uwill be issuett.
The principal members are:

* The Vice Chairman of the Joint Chiefs ofINTEGRATED PRODUCT TEAMS (IPT)
Staff (vice chairman of Board);
Over the last 10-15 years, the concept of IPTs,
* Principal Deputy USD (AT&L); as a management approach, has gained favorit-
ism both in government and industry. The IPT
* Under Secretary of Defense (Comptroller);is based upon the concept that having the right
people working together as a team will result in
» Assistant Secretary of Defense (Strategy and better product for the customer. The typical
Requirements); IPT will have a team of experts from a variety
of acquisition functions, such as, engineering,
» Director of Operational Test and Evaluationcontracting, logistics, and the user. At the pro-
(DOT&E); gram office level they work the day-to-day pro-
gram problems. Many IPTs include contractor
» Director of Program Analysis and Evalua-(industry) representatives. As an example, an

tion (PA&E); airplane program office might have the following
IPTs:
* Acquisition Executives of the Army, Navy,
and the Air Force; and « |IPT for engines,

» Cognizant Overarching Integrated Product IPT for simulators, and
Team (OIPT) Leader, PEOs and Program
Managers. e |IPT for aircratft.

Senior advisors, such as, the Director of Defensghe IPT began in the program office, but, as the

Research and Engineering also routinely suppodcquisition community found they worked well,

the DAB Chairman. the concept was expanded as part of the
Department’s Acquisition Reform Program.

As part of the Department’s acquisition reformThere are now three other types currently in use:

efforts, the DAB process has been changed td) the WIPT; (2) the IIPT; and (3) the OIPT.

use Integrated Product Teams (IPT), in particu(See Figure 5-18.)

lar the OIPT to improve the quality of informa-

tion and to speed up the process. A concern &orking IPTs (WIPT)

the senior OSD leaders has been the length of

time and bureaucracy that has crept into the pra@-he WIPT is the service HQ and OSD action

cess over the years. The use of the IPT &trec  functional officers’ opportunity for insight into

along with other acquisition reform changes, ighe program mostly from a functional viewpoint,
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such as, contracting or testing. This group willof the functional areas represented in the WIPT.
formulate/coordinate documents needed in thathe IIPT coordinates the WIPT efforts. In do-
functional area, such as the Single Acquisitionng this they will support the development of

Management Plan (SAMP).
Integrating IPTs (IIPT)

The PM will generally lead the IIPT. Member-

strategies for acquisition and contracts, cost
estimates, evaluation of alternatives, logistics
management, cost-performance trade-offs, and
other efforts.

ship on the IIPT is generally a senior member

Milestone Decision Authority
(Defense Acquisition Board)

Overarching

Ovzrr?(ljght PTs
Revi Strategic, Tactical, Space, C3I/AIS
eview .
Working
IPTs

Test IPT
(Development and
Operational
Organization
Service HQs and
OSD Testers)

Integrating IPTs

CONTRACTING
IPT

(Service HQ Staff,
OSD Staff)

v

OTHER
IPTs
(as needed)

Program Office/
Contractor/

""""'I"""""""’

Program Management IPTs

Product IPTs Defense Contract
Engine IPT, . Management
Airf?ame IPT IieE 11 Comgmand
Government PT
Execution and Contractor
Personnel

(as needed)

Contracting IPT

Contracting Officer/

Figure 5-18. Defense Acquisition Integrated Project Team (IPT) Structure
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Overarching IPTs (OIPT) THE PROCUREMENT/CONTRACTING
SYSTEM®

The OIPT is the highest organizational level IPT

and is used in managing ACAT level | programsThe Department of Defense is the largest buyer

An OSD official assigns each program to ann the world. It spent over $128 billion in FY

OIPT lead. There are four OIPTs and the offi-1998. The items bought range from developing

cials leading them are: major weapon systems, such as the F-22, to buy-
ing repair services for copiers. Itis a large, com-
OIPT OSD Official plex system with hundreds of buying offices lo-

cated throughout the world. The basic policy of
Strategic Director of Strategic and Tactical the U.S. Government is that products and ser-
& Tactical Systems vices will be bought, if possible, competitively.
The original regulation governing procurement
Space Assistant Deputy Under Secretaryfor the DoD was the Armed Services Procure-
of Defense (Space and Acquisitionment Regulation, first issued in 1948. This docu-
Management) ment has evolved over the last 50 years, going
through two name changes—Defense Acquisi-
C3I/AIS  Deputy Assistant Secretary of tion Regulation (DAR) in the 1970s to the FAR
Defense (C3I) in 1984. While competition has always been
the hallmark of the system, it was not until the
Typical OIPT membership is the PM, PEO, Compassage of the Competition in Contracting Act
ponent staff, Joint Staff, USD (AT&L) staff and (CICA) of 1984, which mandated full and open
the OSD staff principals or their representativessompetition, that over 50 percent of the dollars
involved in oversight and review of a particularspent were actually competed. CICA instituted
the program. OIPTs meet as necessary over thevery structured process for sole source au-
life of a program. The goal is to resolve as manyhorization. It requires approval by the local
issues and concerns at the lowest level possibleompetition advocate for lower dollar acquisi-
and to expeditiously escalate issues that need resions. The Senior Procurement Executive must
lution at a higher level, bringing only the highestapprove acquisitions over $50 million. In FY
level issues to the MDA for decision. 1998, 58 percent of the department’s dollars
were competed, which equates to over $74
The indicated above the OIPT plays a signifihillion available for competition
cant role in improving the DAB process. The
OIPT will meet two weeks prior to a scheduledThe Director, Defense Procurement, on the staff
DAB review. The acquisition strategy, the pro-of USD (AT&L), sets policy for procurement
gram status, outstanding issues, and criteria favithin the department. In turn, each of the Ser-
next phase will be discussed. If the issues angices has a functional organization at the ser-
problems can be worked at the OIPT level, th&ice headquarters level responsible for poticy.
OIPT leader, with the SAE, will recommend toThe actual awarding of contracts in the DoD is
the Chairman of the DAB chairman not havingdecentralized. There are hundreds of contract-
a formal DAB, but rather a “paper” DAB ing organizations located at military posts and
bases throughout the world. In general, they buy
goods and services that are most efficiently pro-
cured at local level—maintenance and repair of
facilities, office supplies and food products.
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Weapon Systems Contracting is done at centralnterested contractors will submit a proposal. A
ized agencies, such as the Army’s Communicasource selection evaluation team will evaluate
tions Electronics Command in New Jersey, théhe proposals. Their assessment will be briefed
Navy’'s Space and Naval Warfare Systems imo the Source Selection Authority (SSA), a senior
California, and the Air Force’s Aeronautical government official, who will make the actual
Systems Center in Ohio. selection. For large dollar and highly contro-
versial weapon system acquisitions, the Source
There are two general types of contracts used fBelection Authority could be the Secretary of
DoD contracting—Fixed Price and Cost Reim-the Department or the SAE. Most often it is a
bursement. Fixed price type contracts, as therogram Executive Officer or other senior
name implies, set the price to be paid to thefficial.
contractor on the day the contract is awarded.
This type of contract is used where the item i%Vhat happens if you think the process was
well-defined—for example, a jeep or an exist-unfair? The U.S. Congress has established a pro-
ing missile. For newly-developed equipmenttest mechanism. For dissatisfied offerors, pro-
where there are many technical and manufadests of award of contracts can be sent to the
turing risks, a cost-type contract is used to sharggency that awarded the contract or the GAO.
the risk between the government and the corAn alternative, but more costly method, is to go
tractor. In a cost-type contract, the governmerio the U.S. Federal District Court or the U.S.
reimburses all allowable and reasonable cost§ourt of Federal Claims. Once a contract is
plus a small fee. To use a fixed-price contracawarded, the DoD has a dispute forum for is-
for R&D over $10 million requires approval by sues involving contract performance. Unhappy
the USD (AT&L). In general, during the early contractors can go to the Armed Services Board
phases of R&D through EMD, a program officeof Contract Appeals, which is an administrative
will use a cost-type contract. Once the systerforum, designed to be a relatively inexpensive
moves to production and the design is finalizedway to administratively settle disputes. Again
then a fixed-price contract will be used. For a&he Federal District Court or the U.S. Court of
more thorough discussion of contract types, seléederal Claims offer an alternative venue. An
FAR Part 16. initiative of the DoD’s acquisition reform move-
ment is the use of a third method—Alternate
How are contractors competitively selected foDisputes Resolution (ADR). ADR is designed
a major acquisition contract? To ensure trango be a cost-effective method of using impartial
parency in the procurement system and a “fairarbitrators to resolve the dispute.
chance for each offeror, a highly structured
process of “Source Selection” has developed. nce the contract is awarded, the program office
typical source selection starts with the “Con-will assign contract administration activities,
tracting Officer®” issuing a Commerce Businesssuch as payment and quality assurance, to the
Daily (CBD) announcement for a pre-proposaDCMC. This Command has offices located in
conference. All interested bidders are invitedvarious regions throughout the U.S. Manage-
Attendees will be briefed on the military require-ment of the contract, as it relates to key pro-
ment and an approximate schedule of eventgram requirements, will be maintained in the
The next event is issuance of a “draft” Requegtrogram office.
for Proposal (RFP) looking for industry com-
ments for changes and problems. Finally, alThe DCAA plays a significant role in support-
interested bidders will be provided an RFPing program offices with contract audits and
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accounting and financial advice during theO&M funds. Congress appropriates each of
negotiation, administration, and settlement othese types of funds for a specific purpose.
contracts and subcontracts. RDT&E funds may be used only for R&D, and
by policy are spent (obligatedprmally in the

The U.S. defense acquisition system is highlyear appropriated This is where the problem
regulated with laws and policies covering everycomes in. For example, a program office will
area of procurement, such as contractor’s finarikave budgeted in FYs 1&2 for RDT&E funds
cial systems, records keeping, socio-economiand FY 3 for procurement (production) funds.
requirements, subcontracting, and ethics. Butf the development effort slips, a not uncommon
it is also a transparent system designed to ewccurrence, then the program office may need
sure fair treatment of vendors with equitablemore RDT&E funds and less production funds

opportunities to bid on new defense work. in year 3. Thus, the refrain “I have the wrong
color of money.” The financial management
“Color of Money” portion of the DoD business is complicated with

many rules, and there are many variations of the
“I have the wrong color of money” is a refrain “color of money” problem. It is usually solved
often heard in program offices. Since all Ameri-by a reprogramming action to move money from
can dollars are green, it is often a confusingne program to another. However, if the total
statement to someone new to the acquisitioamount of RDT&E funds needed for the pro-
business. The “color of money” refers to the typgram exceeds $4 million ($10 million for pro-
of funds authorized and appropriated by Coneurement), then Congressional approval is re-
gress to be spent by the DoD. There are threguired. So, if you hear the term “color of money,”
basic types of funds most often used in acquisbe aware that the program office has a money
tion—RDT&E funds, Procurement funds, andproblem, not always easily solved.
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Chapter 8

DEFENSE ACQUISITION AND
TECHNOLOGY WORKFORCE

About 149,008 personnel, military and civilian, more than 35,000 personnel receive training
work in the Defense Acquisition and Technologyfrom DAU.
workforce. In the 1980s a series of scandals raised
guestions regarding acquisition policies, organidypical Career Path
zation and the effectiveness of the workforce. The
Packard Commission report which had great imA typical career path in acquisition can been seen
pact on restructuring the requirements process aly looking at the program management career
the acquisition management of the defense prdield. When individuals are hired into the work-
grams also played a key role in raising the issurce they enter at level I. Level |, the first of three
of training and education of the workforce. Ef-levels of progression, generally requires that an
forts were begun in the services to improve thendividual possess an appropriate degree, and
training of the workforce and to ensure personence hired, receive a combination of on-the-job
nel met minimum standards. Finally, in 1990and formal training. For program management
Congress passed the Defense Acquisition Workhe formal training is AC& 101, the Fundamen-
force Improvement Act (DAWIA). The purpose tals of Systems Acquisition (see Figure 5-19 for
of DAWIA was to provide for a workforce to be career training). After several years on the job,
fully proficient and knowledgeable in the busi-an individual will continue to receive on-the-job-
ness of acquisition. Education, training, and extraining plus attend the ACQ 201, Intermediate
perience requirements were established fa8ystems Acquisition Course and achidveir
eachacquisition position based on the level oflevel Il certification. With continued successful
complexity of duties required for that position. performance on the job, and by taking the PMT
302, Advanced Program Management Course at
To carry out this mission, DAWIA mandated es-the DSMC, an individual can achieve level IlI
tablishment of a Defense Acquisition Universitycertification and be eligible for a critical acquisi-
(DAU) structure. Currently the structure acts as @on job. A critical acquisition job is a senior posi-
consortium of schools, which includes the Detion—GM/S 14° for civilians and lieutenant
fense Systems Management College (DSMCXolonel for military. The final step in the pro-
Ft. Belvoir, Virginia;theAir Force Institute of gram management career field would be com-
Technology (AFIT), Wright-Patterson Air petitive selection to manage a major system pro-
Force Base, Ohio; the Naval Postgraduatgram and attendance at the PMT 303, Execu-
School (NPS), Monterey, California; and thetive Program Management Course. These three
Army Logistics Management College (ALMC), levels meet the training and experience require-
Ft. Lee, Virginia, athe prime consortium mem- ments to become a major systems PM. Similar
bers. Through its consortium of schools, DAUtypes of education and training requirements
offers 81 courses with over 1,200 offerings covexist for all acquisition career fields.
ering all acquisition career fields. Every year
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Career Training

Executive Program
Management Course
(ACQ 303)

Advanced Program
Management Course
(ACQ 301)

Intermediate Systems
Acquisition Course
(ACQ 201)

Career Levels

Fundamentals of Systems
Acquisition Management
(ACQ 101)

Years of Service >

Figure 5-19. The Program Management Education Continuum

The Acquisition Corps consists of both military an artillery officer or pilot, into the acqui-sition
and civilian members. As can be seen from thavorkforce. This approach is similar to the Air
discussion of other areas, the Services, baséwrce’s tradition of moving its rated personnel,
upon their traditions and needs have structureplilots and navigators, into the acquisition
the size of their acquisition workforces slightlyworkforce, at about the 8-10 year point in their
differently. The following are the current esti- career. The Air Force also has a significant num-
mates of the size of the acquisition workforceber of career acquisition military personnel who
and the breakout between military and civilianbegin their career in acquisition. Military offic-
(Figures 5-20 and 5-21). ers fill most program management positions,
although one of the features of DAWIA was to
The Navy has the largest number of acquisitioimncrease the number of program management
personnel with over 49,000 personnel. Howevepositions available for civilians.
they have the fewest military as part of the
acquisition workforce. The Air Force has tradi-As a result of the Department’s Acquisition
tionally had the most military working in Reform efforts, the impact of downsizing the
acquisition. One of the contributing factors forworkforce and budgetary cuts, the DoD and the
the military difference is the Navy’s and Army’s Services have instituted several changes from
tradition of military personnel spending the firstthe original concepts of education and training.
several tours in an operational environment. It ignitially training and education requirements
not until later in their careers that Army and Navywere strictly functional—training only in one
personnel move from an operational job, such asareer field, e.g., contracting. An effort within
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Military Civilian Total

Army 2,675 39,338 42,013
Navy 3,304 46,379 49,683
Air Force 9,605 23,816 33,421
Other DoD® 754 23,176 23,979

Totals 16,378 132,709 149,087
2Based upon the Jefferson’s Solution revised Packard definition for core acquisition positions — March 1998.
®Includes organizations such as DLA, BMDO, etc.

Figure 5-20. Acquisiiton and Technology Workforce Breakout

Program Management 17,000
Procurement/Contracting 19,000
Science/Engineering 45,000
aThere are many other career fields not included, e.qg., logistics, communications, that have acquisition personnel as part of th eir
career programs.

Figure 5-21. Sample Career Field Sizés

the services has been made to have personrmentinuing training every two years. This pro-
gualified in several career fields (multi-careergram is designed to keep the workforce current
field qualified). This provides not only a broad-with acquisition reform changes, functional and
ening of the workforce’s capabilities, but alsotechnical advances, and generally to improve the
allows management the opportunity to movebusiness knowledge and leadership competencies
personnel to a broader range of positions. of the workforce.

The second effort focuses on continuing eduA third effort is to “out-source some of the busi-
cation. The department recognizes that the edmess education and leadership development
cation and training as described above is th&raining to universities and other training orga-
minimum necessary to do the job. “If you looknizations.” The outsourcing will allow the de-
throughout the commercial world at particularlypartment to decrease its cost of education and
successful companies, the focus on continuous bring in a broader perspective in acquisition
education is something you see consistentlgducation. A fourth effort is the incorporation
across the board,” said Stan Soloway, Deputgf distance education into the delivery methods
Under Secretary of Defense for Acquisition Re-used by the schools.

form. To ensure personnel continue to maintain

or grow their skills and knowledge, the Depart-DAU is improving efficiency to train more per-
ment has mandated 80 hours of professionalonnel and to reduce cost. With its consortium
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schooals, it is developing and designing moreonsortium’s curriculum to be offered through
courses to be offered by CD-ROM or on theCD-ROM or internet.
internet. Current plans are for 50 percent of the
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Chapter 9

TEST AND EVALUATION
OF WEAPON SYSTEMS

“Testing is the conscience of Acquisition,” statedResponsibility for DT testing rests with the
former Secretary of Defense William J. PerryDirector, Test, Systems Engineering & Evalua-
referring to the role DoD'’s test organizationstion (DTSEE). DTSEE reports to the USD
play in acquisition. As the “conscience” of the(AT&L), through the Principal Deputy. DTSEE
system, the DoD test organizations provideserves as the advocate for DT for all major
timely information to decision makers on theweapon systems and manages all DT activities
health of a weapon system and help to identifand Systems Engineering activities. DTSEE es-
and reduce development risks. The departmetablishes all DoD policy and procedures for DT,
divides T&E into two parts: Development Test-and also oversees all major test ranges in DoD.
ing (DT) and Operational Testing (OT). DT These test ranges, which are collectively known
refers to the early testing often performed byas the Major Range and Test Facility Base
the contractor, while OT is “combat testing.” (MRTFB), are shown in Figure 5-23.

The current T&E structure is partially due to Con-

gressional concern in the 1970s and early 1980s SERVICE TEST ORGANIZATIONS

about the adequacy and realism of OT. In 1983,

Congress created the Director, Operational Te$thile DTSEE and DOT&E direct T&E activi-
and Evaluation (DOT&E) as a safeguard againgtes within OSD, they primarily have a policy
billion-dollar weapons being produced with making and oversight role. Actual testing is
insufficient opeational (“combat”) testing. To sponsored by the military components and is
ensure a check and balance to the acquisition orgeenducted by contractors or developing agen-
nization and to provide a bias-free view of OT tccies (for DT) or by the independent Operational
the decision-makers, the Director reports directiffest Agencies (for OT). Each military compo-
to SECDEF and DEPSECDEF. DOT&E is responnent has a Test Executive, who serves as a focal
sible for oversight of OT in the department. Thigoint for T&E policy and oversight and man-
is primarily a policy making and oversight role.ages the T&E process. Each Test Executive
Actual testing is conducted ke individual reports directly to the senior military officer
services through parallel orgaations established (Chief of Staff or CNO) of that military compo-
within the Services. See Figure 5-22 for an orgaaent. Each military component has an indepen-
nizational perspective on T&E in DoD. The dent Operational Test Agency (OTA). As shown
Director is appointed by the President and conin Figure 5-22, the OTA commander reports
firmed by the Senate. D@E has the unusual directly to the service Chief of Staff, and is a
authority to report directly t€ongress without general officer. They are listed below:
departmental approval.
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Secretary of Defense

Under Secretary
of Defense
(AT&L)

Deputy Director
Research and Engineering
(DDR&E)

Deputy Director
Developmental
Test and Evaluation

Assistant
Secretary of
Defense (C?3I)

Director
Operational Test
and Evaluation

Defense
Information Systems
Agency

Joint Interoperability

Test Command

(JITC)
Secretary Secretary Secretary
of the L {ASA (ALT) of the _{ ASN of the
Army Navy (RD&A) Air Force
DUSA(OR) ASAF (A)
Chief of Staff Commandant Chief of Chief of Staff
of the of the Naval of the
Army Marine Corps Operations Air Force
TEMA NO091 AFITE
Army Operational Marine Marine Navy Operational Air Air Force
Materiel Test and Corps Corps Systems Test and Force Operational
Command Evaluation Systems | |Operational |[|Commands || Evaluation Materiel Test and
(AMC) Command | | Command Test and SPAWAR Force Command || Evaluation
(OPTEC) (MCsSC) Evaluation NAVAIR (OPTEVFOR)[| (AFMC) Center
Activity NAVSEA (AFOTEC)
DTC OTC (MCOTEA)
AEC

Figure 5-22. DoD Test and Evaluation Organization
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Air Warfare Center

NAVAIRWARCE Dugway Proving Ground

Weapons Div
China Lake

30th
Space
Wing

Utah Test and Training Range

Aberdeen
Test Center

NAVAIRWARCE
Aircraft Division

NAVAIRWARCE
Weapons Div

Point Mugu  Air Force

Flight Test
Center

Yuma Proving
Ground

U.S. Army
Electronic
Proving
Ground

White Sands
Missile
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46th Test
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Interoperability
Test Command
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Missile Range

—

Arnold
Engineering
Development
Center

45th Space
Wing

Air Force
Development

Test Center Atlantic

Undersea
T&E Center

Atlantic Fleet Weapons
Training Facility /

Figure 23. Department of Defense Test Ranges

ARMY : Operational Test & Evaluation Each OTA performs Operational Test & Evalua-
CommandQPTEC) located in Alexandria, tion to determine effectiveness and suitability of
Virginia; weapon systems. These tests are independent of

the developing agency, the PM, and the contrac-

NAVY : Operational Test & Evaluation Force tor. This provides for an unbiased assessment of

(OPTEVFOR), located in Norfolk, Virginia;

AIR FORCE: Air Force Operational Test
& Evaluation CenterAFOTEC), located in
Albuquerque, New Mexico; and

MARINE CORPS: Marine Corps Opera-
tional Test & Evaluation Activity ICOTEA ),
located at Quantico, Virginia.

a system’s combat potential. Unlike DT, which
is oriented to verifying contract or specification
compliance, the OT performed by the OTAs is
structured to stress the weapon system as it would
be used in combat, including tactics and counter-
measures. The results from this type of testing
give the users and the decision-makers valuable
insights into combat performance. The Test
Executive in each Service provides test policy
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guidance, appval of ACAT Il and Il programs
and eviews MDAPs prior to submittal to
DOT&E.

Army

As seen in Figure 5-22, élTest Executve for
the Army is TEMA (Test & Bvaluation Man-
agemehAgercy). Army DT is actually con-
ducted ly TECOM (Test & Bvaluation Com-
mand), which is part of #Army Materiel Com-
mand (AMC) Army OT is conducted by
TEXCOM (Test and Experimentation Com-
mand), which is part of the Operatiditast and
Evaluation Command (OPTEC)he Army is
the only Service todve a single actity respon-
sible for evaluation of both DT an@®T—the
Operational Ealuation Command (OEC).

Navy

TheTest Executve for the Nwvy is NO91 (Direc-
tor of Navy Test & Bvaluation andrechnology
Requirements). &y DT is conducted by the
cognizant systems command, SUChNAYAIR,
and the Operatiohdest and EaluationForce
(OPTEVFOR) conduct &y OT. The Marine

OBJECTIVES OF DT&E/ OT&E #

The primary objeave of DT is to measure
technical performance and terify contract
compliance or spefication compliance. DT
programs should be structured to identify and
mitigate technical design riskEhis is an itera-
tive processAs the tests are conducted, prob-
lems will be encountered and desigxes will

be incorporatedlhe primary purpose @T is

to determine “operationalffectveness” and
“operational suitabily,” and surwability.
Operational H#ectiveness refers to the ability of
a system to accomplish the intended mission
when used in realistic combat conditions by
typically trained/skilled operators. Operational
suitability refers to the ability to maintain and
deploy the system, with particular emphasis on
reliability, availability, maintainabiliy, and
training.

DT is the responsibility of the PM oedlop-

ing agemy and is conducted by both the contrac-
tor and ggernment testrganizations. DT sges

as the essential technical feedback loop of the
engineering dwelopment procesT, on the
other hand, isiot the responsibility of the PM

Corps Systems Command (MCSC) is responsbecauseOT must be accomplished indepen-
ble for DT testing, while the Marine Corp Opera-dently of the systemsedelope.

tiond Test and KEaluation Agency (MGOTEA)

(independent of MCSC) performs operationalOnce DT testing is complete then the contract

testing.
Air Force

The Air Force Ted Execuive is AF/TE (Air
Force Test & Evaluation) Air Force DT is con-
ducted by tk Air Force Materiel Command
(AFMC) and tleAir Force Operatiorldest and
Evaluation Center (ABTEC) condutAir Force
OT.

for EMD is completeThe weapon systems then
enters intoOT testing which must be success-
fully completed for appmval of LRIP and to
continue into productianThe results will be
reported to the Secretary and the Senate and
House Armed Services ahAppropriations
Committees.

As part of tle Acquisition Reform #ort within
the departmeniseral changeare beingvalu-
ated Thefirst change is combining DT agit
ties with OT actvities where possible, which
should result in morefcient use of test re-
sources and test articl@his can be done using
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IPTs or a Combined Test Force. However, théncrease the use of modeling and simulation
need for some totally independent OT still ex-during systems development and T&E activi-

ists. The second change is to have contractoties. Modeling and simulation have great poten-
do more DT and the government less. Thigial for cost/time savings because they can
should result in placing more development riskquickly produce repeatable test events under
on the contractor, and seamless testing througimany varied environmental conditions. The fifth

out development. The third change is to havehange is to combine testing and training when-
earlier involvement of the test force (especiallyever possible. The benefits of combining test-
the operational testers) during systems deveing/training come from letting users operate

opment. This should expose potential problenequipment earlier in the design cycle, resulting
areas much sooner, when they can be addressedvaluable feedback from users and early
more economically. The fourth change is tansights about combat performance in the field.
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Chapter 10

COOPERATIVE ACQUISITION
AND FOREIGN MILITARY
SALES (FMS)

“I have determined that International Armamenin the United States are conducted in two ways:
Cooperation is a key component of the Departgovernment to government (referred to as FMS)
ment of Defense’s bridge to thes2Century,” or foreign government to a U.S. Contractor (refer-
stated Secretary Cohen shortly after he becanmed to a Direct Commercial Sale). Through FMS,
Secretary. The pressures of smaller defense buaHlies and friendly nations spent an estimated
gets, and increasing operational activities witt$23.5 billion in FY 19962 See Figure 5-24 for
coalition forces, makes international armamentsp 15 U.S. FMS contractors.
cooperation with our allies an attractive proposi-
tion. This is nothing new. The U.S. has a historyBoth the executive and legislative branches play
of successful cooperative programs, such asgnificant roles in Cooperative Acquisition and
efforts beginning in the 1970s to cooperativelySecurity Assistance. Congress has been an active
produce systems, such as the NATO Airborngarticipant in foreign policy and security assis-
Warning Aircraft Systems (AWACS) and the tance. The legal basis for executive branch ac-
F-16 multi-national production programs. Bytions in security assistance is codified in several
sharing development and production costs, eadlifferent places, including the Foreign Assis-
national partner can buy more military power atance Act, Foreign Military Sales Act, Arms
less cost. Standardizing equipment, particularhexport Control Act, Export Administration Act
with our NATO allies, can also lead to sharedwhich has expired and not been renewed).
logistics lines, making the fighting forces moreCooperative projects are covered by Title 10 of
capable, again at less cost. While the departmetite United States Code.
has participated in successful, and some not so suc-
cessful, cooperative programs, many more oppoBesides providing the legal basis for arms sales
tunities exist for cooperation. As DoD moves toand transfers, Congress is involved in several
the 2F Century and budgets continue to declinepther ways. As part of its routine procedures,
the department is putting renewed effort intahe department is required to notify Congress
expanding cooperation with our allies. whenever it sells significant military equipment
with a value over $14 million to a foreign
Another international defense program—For-government, or when an international agreement
eign Military Sales (FMS), is a part of Securityfor a cooperative acquisition project is signed,
Assistance. This program provides military ancor in certain cases, proposed for signature. In
economic assistance to our allies. FMS includesome cases, Congress will pass specific legisla-
the sales of military equipment, education andion denying a sale of arms. One of the most
training of foreign military, and loans or grantsfamous examples of this type of congressional
for the purchase of U.S. equipment. Arms salegvolvement was the passing of the “Pressler
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DoD Foreign Military Sales
Total: $6,216,712,000
Rank Parent Company Amount ($000s) Market Share

1 Boeing Co. $1,417,288 22.80 %

2 Lockheed Martin Corp. 1,079,327 17.36

3 Raytheon Co. 813,537 13.09

4  United Technologies Corp. 265,131 4.26

5  Textron Inc. 201,337 3.24

6  Science Applications Intl. Corp. 155,007 2.49

7 Northrop Grumman Corp. 148,732 2.39

8  General Electric Co. 139,308 2.24

9 Mobil Corp. 97,655 1.57
10 VSE Corp. 97,298 1.57
11 TRW Inc. 90,329 1.45
12 BDM Corp. 77,001 1.24
13  Rolls Royce PLC 71,976 1.16
14  Booz Allen & Hamilton Inc. 68,098 1.10
15  Rockwell International Corp. 64,333 1.03

Rankings are based on prime contracts of $25,000 or more for military R&D, services and products
sold to non-U.S. governments
Source: Government Executive, August 1999.

Figure 5-24. Top 15 Contractors 1998

Amendment™ which restricted the sale of F-16snational security implications of a transaction.
to Pakistan. This, however, is extraordinarilyDoes this transactioprotect and promote U.S.
unusual. Normally, the mere threat of legislainterests throughotihe world? What are the po-
tive restriction will cause the executive departditical, economic, human, environmental and se-
ment to restructure an arms sale, as was the cas@ity impacts of this transaction? In the DOS,
with the F-16 aircraft sale to Saudi Arabia.  two offices play key roles: The Under Secretary
of State for Arms Control and International Se-
In the executive branch, the three primary departurity Affairs which is the principal adviser and
ments most heavily involved in security assisfocal point for security assistance matters; and
tance and cooperative programs are the Dehe Bureau of Political Military Affairs, Office of
partments of Defense, Commerce and State. TH&efense Trade Controls which has responsibility
Department of State (DOS) has the overall refor setting policyfor export of FMS items and for
sponsibility for the continuous supervision andssuing export licenses for military equipment
general direction of the security assistance prasales. They also maintain the International Traf-
gram. The Secretary of State determines whethéc in Arms Regulations (ITARs), which provides
or not there will be a security assistance prothe rules for the registration of, and import and
gram, sale, or export for a country. DOS makesxport licensing or all direct commercialports
its decisions based upon the foreign policy andnd exports of armament into and out of the
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United States. The ITARs contain the U.SDepartment of Defense
Munitions List of military equipment, such as
aircraft, ships and other equipment, subject t&Vithin DoD, the Under Secretary of Defense for
regulation. Policy (USD (P)) is the principal national secu-
rity and security assistance adviser to the Secre-
The Department of Commerce, Bureau of Exportary. Reporting to the USD (P) is the lead agency
Administration has responsibility for setting within DoD for security assistance—the Defense
policy and licensing for export of equip-ment thatSecurity Cooperation AgenéyCooperative ac-
has primarily a commercial application but withquisition programs have a different reporting
military application as well, so-called dual usechain of command with responsibility resting
items. There are a multitude of other organizawithin the office of the USD (AT&L) in the
tions involved in Security Assistance from theDeputy Under Secretary of Defense (International
National Security Council, Arms Control and Programs). Figure 5-25 shows the organizational
Disarmament Agency, Defense Threat Reductiorelationships for security assistance and coopera-
Agency?® Security Assistance Offices and Officestive acquisition. The senior armaments coopera-
of Defense Cooperation in all major foreign capition policy and oversight body in DoD is the Ar-
tals and other organizations, which are not to bemaments Cooperation Steering Committee,
discussed here. which is chaired by USD (AT&L) and includes
the SAEs as members.

Armaments Department Armaments

Cooperation of Defense Cooperation

UsD (P) USD (AT&L)
Defense Security DUSD
and (I&CP)

Cooperation Agency
I I
Navy Air Force Army
IPO SAF/IA DUS (IA)
Figure 5-25.

Organizational Relationships for Security Assistance and Cooperative Acquisition
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Military Services Air Force

Each of the Services has approached its maithe Deputy Under Secretary of the Air Force for
agement of these two programs—Cooperativinternational Affairs (SAF/IA) is the central office

Acquisition & FMS—in a different way. for policy and oversight of security assistance and
cooperative acquisition. AFMC, Director of In-
Army ternational Affairs and its subordinate command,

the Air Force Security Assistance Command
The Deputy Under Secretary (International Af-(AFSAC), manage the security assistance program.
fairs) (DUS (1A)) has responsibility for security Cooperative acquisition program management is
assistance and cooperative programs withithe responsibility of the Assistant Secretary of the
Assistant Secretary of the Army (Acquisition, Air Force (Acquisition). Management of coopera-
Logistics and Technology). Reporting to thetive programs is part of the normal acquisition
DUS (IA) is, and with executive agent responsiimanagement system.
bility, the U.S. Army Security Assistance Com-
mand (USASAC), a major subordinate com-Armaments Initiatives
mand of the AMC. USASAC, created in 1975,
is responsible for worldwide execution of theThe DoD policy on armaments cooperation is
Army security assistance program including coto “utilize International Armaments Cooperation
production of Army materiel with our allies and to the maximum extent feasible, consistent with
international partners. They also develop thesound business practice and with overall politi-
Army position on commercial license applica-cal, economic, technological and national secu-
tions for the export of munitions, services andity goals.” This policy goal, while not always
technology. realized, gives clear indication of the priority

placed by DoD on cooperative programs. A
Within AMC, the Deputy Chief of Staff for variety of initiatives exists to encourage the
Security Assistance, has responsibility for thecooperative development of systems. NATO and
Office for International Programs. This office non-NATO multilateral and bilateral forums,
sets policy and provides oversight for internaData Exchange Agreements, and Scientific and
tional cooperative programs, international agree=ngineering Exchanges are efforts that can lead
ments, and interoperability. They also have sewo the development of armament cooperation. A
eral offices located overseas in Australia, Canaecent initiative by the department is the creation
da, France, Germany and the United Kingdomof the International Cooperative Opportunities

which focus on R&D activities. Group (ICOG). The ICOG focuses early in the
acquisition process by looking at the science and
Navy technology programs, Advance Concept Technol-

ogy Demonstrations, and the early phases of
The Navy has centralized international activi-major systems. By identifying common require-
ties into the Navy International Program Officements, complementary technologies, budgets and
(IPO). The Navy IPO is part of the ASN (RD&A) strategies, and a potential for industrial team-
staff. The Navy IPO has responsibility for bothing, forming a cooperative program stands a much
cooperative programs and security assistancegreater chance of successoffrer program, the

Foreign Comparative Testing (FCT) Program, has
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already shown success with an estimated $3@&untries. This program, which has been in ex-
billion saved in the avoidance of costly RDT&E. istence for 20 years, has tested nearly 380 pieces
FCT is designed to test for eventual buy of off-of military equipment from missiles to avionics
the-shelf military equipment developed by othemwith procurement of 95 of them.

5-59



A Comparison of the Defeag\cquisition SystemsfcAustralia, Japan, Soutkorea, Sigapore and the United States

Chapter 11
THE INDUSTRIAL BASE

During the early 1940s, the demanddMorld  for small businesses and domestic producers.
War Il quickly overcame the capabilities of the Rather than imperil their commerciavisions
small U.S. peacetime arsenal syst€he United  with increasing costs, industry spufi-eepa-
States gvernment turned to its commercial rate defenseidisions. Hwing a separate manu-
industry to produce the millions of pieces offacturing and technology base increased the cost
military equipment needed to pursue ther.wa of buying military equipmentAn early 1990s

At the end of thevar, as it has done aftevery  study indicated that the defense indusggyti-

war, the military demobilized. Its industrial basemately chaged a 20-25 percent premium be-
—the“Arsenal of Democrey”— demilitarized cause of these arcane rules apgutations
and returned to the lucre¢ pre-war comnre  mandated by theagernment®

cial maket—producing cars and household

appliancesWith the adent of theKorean Traditionall, the United States has relied on a
“police actiory’ the United States again called privately owned, prdit-oriented industrial base
on its commercial industry to produce militaryto provide most of the goods and services used
equipment. But, as we aved from the “hot” by the military department$his defense manu-
Korean conflict to the “Caol War,” the U.S. facturing and technology base industry can be
defensebudget remained untraditionally high. characterized as @riding high performance,
With both the United States and the Union ohigh quality military equipment at high cost with
Soviet Socialist Republics (USSR) continuinglow volume of production. Defense is currently
to produce lege amounts of military weapons, over a $100 billion a yedwusinessThis includes
each generation more capable than the precedver $80 billion a year foR&D and procure-
ing, the defence industry became “bigsines§  ment of systems and equipmehbur firms—
During this time period, U.S. industry trans-Lockheed Martin, Boeing, Northrop-Grumman
muted into what President Eisemer called the and Raytheon—are the domindmisinesses in
“military-industrial complex”™—a permanent defenseThree of the foufirms, with Boeing be-
defense technological and manufacturingng theexception, rely on defense contracts for
industyy. over 90 percent of thebusinessevenue?®

As the defense industry g, the Defense Overthe last 50 years, the department has “primed
Department eweloped itsown set of specialized the pump” of R&D with itsmvestment in many
procurement rules ancgulations, system of new technologiesThe U.S. Gvernment sup-
technical spedications and standards, Costported and directed programs that produced the
Accounting Standards (CAS), ethics requirebasic technologies thatapned numerous mili-
ments andversight procedures. Congress, retary and commercial iravations These inova-
sponding to cosiverruns and tgariousspecial tions, both military and commercial applications,
interest groups, passedislation imposing may  include mainframe computers, personal comput-
new requirements on the Defense Departmergrs, stealth technolggavionics for commercial
and its contractors, such as set-asides of wordircraft and many other tboologies. A an
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example, in the microelectronics industry, DoDtier vendor level have apparently left the defense
was once the dominate buyer, with almost 70 pebusiness over the last decade. Large companies,
cent of the microelectronics industry sales in 196Such as Intel, Motorola and Hewlitt-Packard
and contributing significantly to that industry’s have refused to do business with the Department
investment in R&D. Today, defense accounts founless it buys on commercial terms, without the
less than one percent of microelectronic sales. imposition of expensive and burdensome fed-
general, the defense investment over the last 2Z0al laws and regulations. This was a simple
years in R&D has been overshadowed by privatmatter of economics—smaller budgets, the con-
sector investment in R&D. In 1997, defense R&Dcomitant drop in work orders and the “stretch-
spending provided 30 percent of the U.S. investing out” of programs made the defense business
mentin R&D. This was down from the peak yeardess attractive to commercial vendors.
of the defense buildup in the mid-1980s when it
was 46 percent of the national investment. While many companies had lost interest in the
defense market, the remaining companies still had
While DoD policy has been to rely on privatetoo much manufacturing capacity to meet future
sector facilities for the fulfilment of government defense budgets. In 1993, then Deputy Defense
contracts, remnants of the government's earliebecretary Perry had his famous “Last Supper”
“arsenal system” still remain. These public facil-meeting with the CEOs of top defense corpora-
ities are used to manufacture and repair aircrafions. He is quoted as having admonished them
ships, ground combat systems, and other militarlpy commenting that less than 50 percent of them
equipment. They generally fit into two categorieswould be at the next meeting. This led to “merger
The first category is government arsenals anthania.” Defense consolidation and mergers
depots where government personnel perform atlecame monthly news. Lockheed and Martin-
the work. The other category is referred to as GowWlarietta merged to become Lockheed Matrtin.
ernment-Owned, Contractor-Operated (GOCOMHughes Aircraft and Raytheon merged as
facilities. See Appendix tbr a listing of arsenals, Raytheon. Northrop and Grumman merged into
depots, and GOCOs currently performing defensBlorthrop Grumman Corporation, and Boeing and
work > While it has been a slow process, the miliiMcDonnell Douglas merged under the Boeing
tary departments have attempted to divest itsebfanner. Other companies like GE, Westinghouse,
of GOCO plants. As an example, the U.S. Air Forcand IBM got out of the business completely. As a
owned 100 GOCOs in 1950; today, it is down taesult, Lockheed, Boeing, Northrop Grumman,
seven GOCOs with two additional GOCOsand Raytheon emerged from the merger mania
planned for transfer to the private sector in lat@eriod as “the big four? Defense industry went
1999. One of the chief causes of delay in thérom five or six manufacturers for major weap-
GOCO diesting process has been the need farns systems to one or two for a military product.
environmental cleanup. Figure 5-26 shows the top 15 defense contrac-
tors for 1998. Figure 5-27 indicates the changes
In recent years, several trends have emerged iasthe numbers of companies for each market.
a result of declining defense budgets. Businesses
have left the defense market, companies havdlerger mania” may be over for at least the major
merged, and the Department has recognized thedntractors. Recently, the Justice Departnveit,
its defense budget could not support its modOSD concurrence, blocked theorthrop
ernization program as well as a separate defen&umman and Lockheed merger because it had
industrial base. While no hard data exists, sigthe potential of creating a monopoly. One of
nificant numbers of companies at tHe @ 4" the foundations of government procurement is
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Total Purchases: $117,133,824,000

Fiscal Year 1998 Contract Awards ($000s)

Rank Parent Company Total Air Force Army Navy
1 Lockheed Martin Corp. $12,818,777 $7,006,636 $1,813,054 $3,725,670
2 Boeing Co. 11,240,937 5,921,220 1,095,229 3,959,967
3 Raytheon Co. 6,497,508 1,718,306 2,068,672 2,429,608
4 General Dynamics Corp. 3,703,333 6,207 680,068 2,971,359
5 Northrop Grumman Corp. 2,980,966 1,373,397 550,968 964,814
6 United Technologies Corp. 2,091,243 877,925 465,284 692,308
7 Litton Industries Inc. 1,644,441 258,282 163,466 1,142,425
8 Newport News Shipbuilding 1,538,481 0 0 1,538,481
9 Textron Inc. 1,282,317 180,866 208,005 876,910
10 General Electric Co. 1,221,469 467,145 105,702 534,483
11 Science Applications Intl. Corp. 1,218,182 297,158 478,672 243,380
12 TRW Inc. 1,082,092 629,506 220,751 79,129
13 General Electric Co. PLC 873,850 242,760 77,881 487,311
14 Humana Inc. 867,453 0 0 0
15 GTE Corp. 804,220 290,207 373,548 70,713

Source: Government Executive, August 1999,

Figure 5-26. Top 15 Defense Contractors

Department of Defense

Number of Suppliers

Industrial Base Past Current

Aircraft

Bombers 3 1

Fighters 5 2

Helicopters 4 2
Space

Ballistic Missile Defense 6 2

Launch Vehicles 3 2

Satellites 5 2

Rocket Motors 5 2
Shipbuilding

Aircraft Carriers 1 1

Submarines 2 1

Surface Combatants 5 2

Auxiliary/Amphibious 7 3

Shipyards 8 4
Tracked Vehicles

Tanks 1 1

Armored/Personnel Carriers 2 1
Missiles

Strategic 1 1

Tactical 8 3

Figure 5-27. Changes in Defense Market
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competition. As companies drop out of the deto change the way it does business. Some
fense business or merge, competition disappeacthanges have already been implemented. Mili-
and costs rise. This is particularly worrisome withtary specifications and standards are no longer
the large system integration companies likehe preferred method of doing business. Con-
Lockheed and Boeing. As the defense busineggess, at the DoD’s urging, has passed such leg-
base continues to decline smaller companies wiltlation as the FASA to remove some of the bar-
probably continue to merge. At the large primeiers. These laws made modest changes with
level the market has probably seen the end of U.&ajor issues still left to be resolved, such as
company mergers, although mergers or partneeliminating specialized accounting and auditing
ships between international companies are stilystems.
probable.

In sum, the U.S. defense industrial base is in a
Since the 1950s, the U.S. has maintained a sepgaeriod of change. Current initiatives are focused
rate defense industrial base. This base is nan merging the defense/commercial industrial
longer sustainable. The question, then, is howase, reducing the cost of doing business, redu-
to merge the defense industrial base with theing the departments and the defense industry’s
U.S. commercial base. Consequently, througbvercapacity, and, at the same time, maintaining
its “acquisition reform” and “revolution in busi- a competitive market.
ness affairs” initiatives, the DoD has attempted
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Chapter 1

A COMPARISON OF
THE ACQUISITION SYSTEMS
OF AUSTRALIA, JAPAN,
SOUTH KOREA, SINGAPORE
AND THE UNITED STATES!®

Introduction manufacturing armaments. What are the simi-
larities and difference in acquisition approaches?
Flying the vast expanse of the Pacific Ocean—What is the best organizational structure? How
13 or more hours in the air—is a traveler’s taledoes the political environment impact the deci-
of woe to garner sympathy from the folks backsion process? What are the levels of the deci-
home. This vast expanse of ocean also symbadion makers? How do they approach program
izes the vast differences in the history, culturenanagement? What are the military and civil-
and governments of the five nations in this studyian roles in the decision-making process? Where
Each country has its unique concerns when does the need for a military requirement come
comes to national security issues. Each countfyom? What role does the indigenous industry
has responded differently to providing military play in weapons development?
equipment to meet the threats as perceived by
the political and military leaders. The historyAs we try to answer these questions, we also
and culture of these nations, their governmentadxplore how states can vary in their perception
structures, and political and economic conditionsf the best way to satisfy national objectives or
shaped their national acquisition practices. in the current vernacular achieve “value for
money.” As is used in this Chapter “value for
As mentioned in the book’s Introduction, “Look- money” means the most efficient way of
ing at another system helps illuminate our otvn.”providing high performance, quality military
A goal of this book is to facilitate cooperative equipment at the least cost.
projects. By these comparisons, understanding
each other’s system, decision processes, identilitary capability comes from the men, the
fying one’s counterparts in government andnachines, the logistics and the will of the na-
industry increase chances for success. tion. In Desert Storm, the machines caught the
attention of military planners throughout the
The five preceding Parts provided a descriptionvorld. The phrase—Revolution in Military
of national acquisition structures and functionsAffairs (RMA)—is now part of the lexicon of
From those descriptions, this Chapter attemptsiilitary planners when they talk about the ad-
to provide a comparative analysis of the fivevantages of the machines, i.e., the technologi-
nations defense practices in developing andal edge they provide to a military force. The
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introduction of advanced technology into theNotwithstanding that concern, the Korean po-
acquisition process promises increased militariitical and military focus has shifted in the last
capability. As nations look at their acquisitiondecade to becoming more of a regional and
systems, they recognize the need for the bestorld-wide player. As its economy has expand-
technology; but can they afford it? The searcled, so has its peacekeeping role in the world.
for advanced technology raises the cost of neWwhey have participated in East Timor, Georgia,
weapon systems at the same time that outsid®estern Sahara, and on the India- Pakistan
pressures—end of the Cold War, Asian economiBorder.

crises, competing internal national needs—exist

to decrease defense budgets. Furthermore, mugivo larger countries—Malaysia and Indone-
of the research and development (R&D) that leadsia—with large Malay Muslim populations, sur-
to new technology is being performed by the comround Singapore, a multiracial society, with a
mercial consumer industry. The commercial martarge Chinese population. While no specific
ket has short cycle times contrasted with théhreat is identified, this region’s history of eth-
acquisition cycles in the defense business wherac turmoil against their Chinese populations,
weapons development often takes 10-15 yearand prior attitudes towards Singapore drives its
How to buy newer technology—Dbetter, faster, andiefense planning. Diplomacy is a cornerstone
cheaper—is the mantra of acquisition refornmof their security approach. Should diplomacy fail

efforts throughout the nations in this study. then having a sufficient deterrent force to dis-
courage any nation from attacking drives their
Political/Military Environment planning and programming process. Japan is

restricted by its “peace constitution” to main-
A military organization operates in a nationaltaining only a defensive force. Its military plan-
and international milieu that influences thening decisions are based on adequate defensive
national will to support a defense establishmenforce and the U.S. defense umbrella. Lately there
Each nation sees a need to provide protectioare indications of changes. The national debate
for its people and to develop a capability to reon the validity of its “peace constitution,” North
spond to external threats. The security threat(sikorean missile launches, possible overseas
as perceived by the national leaders and theatrols by the Maritime Safety Agency in the
populace, drives the willingness to sacrifice thestraits of Malacca for hunting pirates indicate a
state’s resources for security. What are the na@hanged outlook. Australia has no immediate
tional security threats for the countries in thisexternal threat. But Australia has commitments
study? For the U.S. during the Cold War, theas an international player. Through the United
threat was easy to define—the Soviet Union. Thalations (UN), it is playing a key role in peace-
DoD’s response was to counter the Soviet's maseeping activities in East Timor and through its
sive military capability with technologically alliance with the U.S. it envisions the necessity
sophisticated equipment. The Cold War is gon& be prepared for potential conflict in Asia, such
and the threat is more elusive—two regionahs Korea or China-Taiwan.
wars, terrorism, ethnic cleansing, asymmetrical
pressures. The other four countries in the studyvhat is the national commitment to defense?
see their threats differently. They vary—fromAsked differently, how much is a nation willing
immediate—Korea, to almost none—Australia.to spend on defense (see Figure 6-1)? The United
While there are hopeful signs of improvementStates, in pure money and manpower terms, puts
in Korea, there is still concern of an imminentthe most into defense. The U.S. still spends the
threat of a military attack from North Korea. largest amount for its military and has the second
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u.S. Japan South Korea Australia Singapore

$287.5b $44.3b $12.6b $12.2b $7.4b

Figure 6-1. Defense Budgets

largest standing military force in the world atbillion) for FY 2000. But, the perspective on
1.4 million active duty military personnel. At defense spending changes somewhat when one
$287.5 billion for Fiscal Year (FY) 2000, its looks at Figure 62which shows the largest per-
budget is more than six times larger than theentage of national income invested in defense is
next country in this study. Japan’s budget, whictsingapore’s at 5.0 percent. Another approach to
has been stagnate for the last five years, is theoking at defense budgets is to assess the per
next largest at 4.92 trillion yen ($44.3 billion). capita cost of defense? Currently, Singapore
After a two-year downturn in defense spendingspends the most per capita at $1,543 while South
Korea increased its defense budget to 14.4Korea spends the least at $278 per person. Within
trillion won ($12.6 billion) in FY 2000. The Aus- those national budgets are the acquisition ac-
tralian defense budget for FY 2000 is $12.2 bilcounts for R&D, and investment for developing
lion or 1.8 percent of GDP. The smallest amounor buying newequipment. As a percentage the
spent on defense is Singapore’s at S$844 nations average around 25 to 30 percent, with

Percent of Gross Domestic Product (GDP)

1985 1997 1998
Australia 3.4 2.3 1.9
Japan 1.0 1.0 1.0
Korea (South) 5.1 3.5 3.1
Singapore 6.7 4.8 5.0
United States 6.5 3.4 3.2

Defense Per Capita in Dollars

Australia 492 462 391
Japan 254 325 293
Korea (South) 218 333 278
Singapore 661 1,525 1,543
United States 1,537 1,031 982

Figure 6-2. Defense Spending Based on Gross Domestic Product and Per Capita
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the Japanese and Singaporeans spending thaes, regulations and processes all with the goal
least—20 percent—on new equipment. of cutting costs. Japan has a wide variety of ini-
tiatives to reform its system—from reliance on
How have these countries approached armingommercial/industrial specifications to reorga-
the military? The methods have varied widelynizing the Central Procurement Office and its
Some have put their energy and resources inteeadquarters staff to increase transparency and
developing new weapon systems—primarily theaccountability. South Korea has reorganized its
United States. The U.S. has seen the acquisiti@cquisition organization, twice in the last year.
of newly-developed weapons as the way to proAn advisory group—the Defense Reform Com-
vide superior capability to its armed forces. Othmittee—has a five-year charter to oversee reform
ers, such as Korea and Singapore have primafforts and to advise the Minister of its successes
rily bought the weapon systems they needednd failures. Singapore has instituted a variety
from overseas sources. Their approach wasf changes, one of which is the creation of a
based upon the need for weapon systems at thew agency—the Defence Scientific and Tech-
least cost, and the expense and time necessarglogy Agency (DSTA). Australia, after the
to develop their own defense industry. HoweverCollins submarine class scandalsas reorga-
nascent efforts to build a defense industry haveized its Defence Acquisition Organisation and
borne fruit with each of these countries havinglevated its Chief to the Under Secretary level
developed an internal manufacturing compeand reformed many of it process to include
tence. South Korea, Singapore and Australia alhcreased oversight during development and
manufacture a wide variety of military hardwaremanufacture of weapons systems. Looking for
to include many basic items such as ammunbetter ways of doing business these countries
tion, rifles, guns, armored vehicles, as well ahave tried different business tactics. Australia
more sophisticated items, such as tanks, howitas new procurement strategies such as incre-
zers, fighter aircraft, and ships. Japan prefers tmental acquisition, integrated project teams,
build its own equipment, initially under licensedpartnering, arrangements to invovle industry
production, and maintains the largest defensmore directly in capability planning and in the
industry in the Pacific, often at great cost. early stages of requirements development. The
U.S. is using commercial contracting methods,
Can the budget support the need for new equi@and Korea has a new Request for Proposal pro-
ment? Operating within this political military cess. The names of the efforts are different—
environment, the nations in this study try toacquisition reform, procurement reform, defense
balance new requirements with budget realityreviews—but the intents are all the same, to
Unfortunately, they are hampered by businesstreamline and find the best way to achieve
processes designed in prior decades. Thus, oh&lue for money.”
of the themes prevalent in this book is the search
by each nation for reforms to the acquisitionThe Defense Acquisition Systems
system. Within often-stagnating defense bud-
gets, restructuring organizations, reducing man@rganizational units, processes and procedures,
power, and reforming processes become priorand policies provide the elements of any acqui-
ties. In the last ten years, the U.S. has signifisition system. While organizations and policies
cantly reduced its defense budget in real termmay differ, the tasks involved in defense pro-
by 60 percent from its Cold War higand its curement have a more generic and enduring
manpower, civilian and militariay 387,000and  character, i.e., all acquisition organizations need
730,000 respectively. It has reformed its lawsto perform them in one way or another. What
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needs to be bought—military requirements—and foreign exchange earnings through exports.
must be identified and programmed. RequireThirdly, a related but different economic con-
ments are normally derived from consideratiorcern is the government responsibility to provide
of strategy, doctrine, and threats. The militarya stable currency, which requires keeping pub-
needs, which become programs, are prioritizedic expenditure within limits. Finally, in their
Budgets are negotiated internally within defenséoreign policies governments seek to build and
organizations, and nationally as they competsustain particular relations with external states
for scarce resources against other public sectand other bodies. Defense procurement choices
agencies (e.g., health, education). A level otan play a role in all area%.”
national commitment is identified when the
political leaders decide the defense budget. It might be possible to purchase equipment that
satisfies all purposes—military, economic and
All five countries have identifiable formalized social. However, it is rather unusual for a weapon
structures dealing with a weapon system—birtisystem that greatly increases defense capability
to burial—or from its conception to its disposal.to be inexpensive, to create jobs and induce tech-
Each nation has major project reviews as a weaology diffusion, and to allow collaboration with
pon system moves from one phase to the nextther nations. Trade-offs are inevitable. “The
If a program is successful in one phase, then .S. appears more associated with maximizing
moves into the next. Failure can result in delaysjefense capability per se frggrocurement, but
and occasionally cancellation. Notwithstandinguses defense spending for socio-economic pur-
failures, it is not unheard of for political and poses, such as to promote small businesses, com-
economic pressures to keep a system movinganies run by ethnic minorities and other pro-
from development into production. In all thesegrams. It also normally insists that foreign de-
countries as a weapon system moves from orfense systems sold to the American forces be
phase to the next, the military organizations turnmanufactured in the U.S.But this approach is
to industry to develop and produce the equipnot limited to the U.S. Each of these countries
ment, the essential training, maintenance, spab&s socio-economic concerns with the health of
parts and other equipment necessary to field aheir defense industry—Ilarge-, medium- and

operating weapon system. small-sized businesses, with earning currency
through exports or, in Japan’s case, offsetting a
Satisfaction of National Needs commercial export imbalance with U.S. by buy-

ing defense items. Korea, Singapore and Japan
The military is intended to be a warfighting have policies and programs in place to increase
machine but it serves other state purposes-technology transfers to strengthen their defense
economic and social. “Defense procurement caimdustries and, thus, increase jobs and future sales.
threaten or advance at least four values of coriustralia has long pursued a policy of Australian
cern to government. Most obviously, govern-Industry Invovlement (Local Content Optimi-
ments seek appropriate defense capability oation). All the nations in the study have made some
ten with new equipment or systems to overcomefforts to increase cooperation with their allies.
an enemy threat. Secondly, governments wisAgain, it comes to a balancing of priorities, pro-
to promote economic growth—defense procuregram by program, that decision makers must
ment can have positive or negative effects incluwrestle with on a year-to-year basis.
ding employment, the generation of technology,
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Decision Making While it is common sense for the military forces
to identify and decide on the need for new military
Who makes the decision on the need for a newapabilities and equipment, itis not always the case.
weapons program? Is it the military? Is it a civil-In all five states, the armed forces define the mili-
ian—political appointee, civil servant, or is it tary need, but the political and bureaucratic leaders
the political leaders? In all the nations in thisoften make the final decisions. “The military is
study, the military operates under civilian con-not always seen to be best at deciding what gen-
trol. The United States, Singapore and Austraerates “value for money” for the nation as a whole.
lia have had a long history of strong civilian lead4n the United States, Congress often decides
ership over the military. This has been true irwhich systems will havgriority....”® In all these
Japan since World War Il. On the other handgountries, the legislative bodies, which approve
during the 1960s, 1970s, and 1980s, the milithe budgets, have the “final” say, but it is other
tary in Korea played a very powerful role in run-bodies—in the Executive branch of government
ning the country. “Under the military dictator- —the cabinet, the bureaucracy, or the Chief
ships, South Korea’s arms procurement procesxecutive, who influence, or actually are the “real”
was largely dominated by a small group of powedecision authorities. In Japan, the Diet and the
holders. Military security was a top priority.8.” Cabinet have the final decision, but the civil
Only in the last decade has the political systeraervants in the Ministry of Finance and the Min-
seen an ascendancy of civilian leadership. istry of Intenational Trade and Industry have

(Millions of Dollars)
EXPORTS IMPORTS

1996 World Ranking 1996 World Ranking
#1 United States 23,500 #2  Japan 2,400
#11  Australia 280 #9  Australia 1,300
#27  Singapore 40 #10 South Korea 1,100
#32  Japan 20 #11 United States 1,100
#33  South Korea 20 #22 Singapore 430

1997 World Ranking 1997 World Ranking
#1 United States 23,500 #2  Japan 2,600
#20  Singapore 90 #8 United States 1,600
#28  Australia 30 #11  South Korea 1,100
#30  South Korea 20 #13  Australia 925
#37  Japan 20 #28 Singapore 400

Figure 6-3. Arms Exports and Imports
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significant impact on the final outcome. Inmilitary base for its products and services. Yet,
Singapore and Australia, it is the Cabinet thatinlike other countries the U.S. has rarely es-
makes the final choice of what equipment willpoused an industrial base policy. “U.S. Defense
be bought. In Korea, the Minister and the Presibepartment programs during the Cold War
dent are often the final arbiter of all decisiongarely espoused broad industrial policy objec-
affecting the acquisition of major weapons. tives...neither the DoD nor its supporters under-
stood even an indirect responsibility to foster
Arms Exports industrial policy. They were using technology
and industry to enhance military capabilities in
According to Arms Control and Disarmamentorder to meet a Soviet thredt. The U.S. has
Agency (ACDA)! the United States provides the largest defense industry in the world. As the
almost 50 percent of arms sales in the worlddefense industry grew out of the Cold War, it
While this is true, somewhat paradoxically, agleveloped a “love-hate” relationship with its
the U.S. plans its strategies for new weapon sygrimary customer. Business was arms length and
tems development, it does not consider Foreigaften adversarial. That picture has changed
Military Sales (FMS) in its game plan. Korea,somewhat in the last decade through changes in
Singapore and Australia all have a much smalldaws governing industry, acquisition reform ef-
share of the arms pie (Figure 64397 — $30 forts to increase openness and to wodether
million, $90 million and $30 million, respec- in a partnership and through the usdrié-
tively) and have policies in place to increase thgrated Product Teams (IPTs) with industry
sales of defense equipment. It is part of theimembers.
strategies for the development of new systems
to consider overseas sales. These policies hagngapore, Korea and Japan are all influenced
several aims—Ilowering production costs byby the Confucian tradition of governmental in-
increasing sales, increase foreign exchange lwlvement and leadership, and the need for both
increasing exports, and less reliance upon oute work for the well being of the nation. Japan
side sources for equipment essential to thhas the most powerful defense industry in the
security of their county. An unstated, but con-Pacific with over 1,300 companies. While Japan’s
ceivable additional reason is the increase ierconomy has flourished as a result of the pri-
foreign policy influence. Japan, of course, provate ownership of industry, the government has
hibits the sale of arms, except military technolplayed a direct role in that success. It has been
ogy transfer may be made to the United Statedapanese policy not only to maintain a robust
All parties are supportive of the United Nationsdefense industrial base, but also to embed it
Arms Transparency resolution and the Unitedvithin the commercial industry. Government
States, Japan, South Korea and Australia amgencies, such as MITI, have seen their responsi-
signatories to Wassenaar Arrangerffeoih the  bility as fostering a strong industrial base, both

sales of arms throughout the world. military and civilian. In both Singapore and
Korea, the defense industry is privately owned.
Industrial/Government Relations Although in Singapore the government has fash-

ioned their role, similar to the French, by own-
Who owns the industry? What is the relationing a significant portion of the major defense
ship between government and industry? Whamnanufacturer—Singapore Technologies. Austra-
role does competition play in these relationdian industry is mostly privately owned. Over
ships? Since World War 11, the United States hathe last decade the Australian gavment has
relied upon a competitive privatized industrial-been divesting itself of its government-owned
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businesses in order to rely upon the efficienciel the last 10 years, 50 U.S. defense related com-
in the private sector to reduce costs. panies have consolidated to three: Boeing, Lock-
heed Martin, and Raytheon (see Figuref6+4
The perspectives on competition in these courexample). These three companies along with
tries differ and maintaining a competitive envi-General Dynamics and Northrop Grumman in
ronment is difficult. The U.S. sees competitionfourth and fifth place account for total DoD sales
as a tool to harness industry’s capabilities foof $37.2 billion, or 32 percent of the $117 bil-
better products at less expensive prices. At thilon spent by DoD in 1998. Maintaining a com-
other end of the spectrum is Japan, which seggetitive environment is getting more difficult.
competition as wasteful, duplicative and leadDoD came out against a proposed merger of
ing to squandering of resources. Korea, AustraNorthrop Grumman and Lockheed Martin due
lia and Singapore are more in the middle of théo fears of a lack of future sources for competi-
spectrum. Typical of competition efforts in thetion. Dusting off an old technique previously
last decade, the DoD in 1998 and 1999 comdsed may foreshadow a new trend to keep com-
peted almost 60 percent of the dollars awardegbetitive sources alive. In the past the DoD has
In Japan, only 3.7 percent of the dollars in 199'held competitions where the winner receives the
were open for competition, while another 10.8argest share of the buy, while the losing con-
percent was available for limited competitidn. tractor still receives an order adequate to keep
In Japan most large acquisitions are awarded dhem in the business. For many years the Air
a sole source basis. Even when a competition orce used this type of competition for it air-
held, often the losers will share in producing theraft engines bought from General Electric and
items. Singapore, Australia and Korea have poliPratt & Whitney. Recent deliberations on the
cies to encourage competition. In Korea whileJoint Strike Fighter (JSF) and the DD-21
efforts have been taken to increase competitiomestroyer to split production between two com-
other conflicting actions, such as setting asidpanies may presage future trends to maintain at
all future aerospace contracts for the new estaleast a semblance of competition.
lished Korean Aerospace Industries (KAI),
raises the question of what role competition willlnternational Acquisition Cooperation
really play. Australia has emphasized privatiza{Collaboration)
tion of industry and made competition one of
the key features of their acquisition reformThe development of any weapon system involves
efforts in an “attempts to invoke the market as @ significant expenditure of the taxpayer’s
means of enhancing efficiency.” money. As Dr. Jacques Gansler, Under Secre-
tary of Defense (Acquisition, Technology and
While the attitudes on competition may differ,Logistics) indicates “To stay ahead of the en-
maintaining or growing a defense industry isemy and to counter the new dimension of threats
difficult. The next major system buy—tank, air-we will face as coalition partners, we must
craft, vessel—could be the last for a decadealevelop these new defenses cooperativeAdr
Losing a competition can force a company tdhe countries in this study indicate a desire for,
abandon a product line. The complexity of newand have policies in place for collaboration with
systems, and advances in technology may makeher governments. Those readers familiar with
the reentry cost prohibitive. As dollarsodease, cooperative efforts in Europe will find fewer
industry interest declines. The U.S. defansieis-  projects in the Pacific, although efforts have
trial base is changing and this chamges top picked up in the last 20 years. Japan works col-
DoD leaders worried about future competitionlaboration endeavors exclusively with the U.S,
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Honeywell-Electro-Optics

Fairchild Weston System
Goodyear Aerospace
Xerox-Defense/Aerospace Division

Narda Microwave \
Loral \

Hycor 4 /
Ford Aerospace
Librascope
LTV-Missile Business

IBM-Federal Systems
Unisys Defense

General Dynamics, Ft. Worth
Sanders Associates

Lockheed \
Martin Marietta A Lockheed Martin
Gould Ocean System Division / /

General Electric-Aerospace
General Dynamics Space Business
Northrop

LTV Aircraft Operations / /
Grumman

Westinghouse ESG

Figure 6-4. Defense Industry Consolidations — Lockheed Martin

through the U.S.-Japanese Systems and Tectie cost savings, but also interested in access to
nology Forum. The U.S. and Japan have coophe latest technology and manufacturing tech-
erated on a variety of basic and applied researgtologies. Singapore’s “global cooperation strat-
programs over the last 40 years, such as thegy” is aimed at leveraging foreign expertise.
Ducted Rocket Engine and the ACES Il Ejec-They have several R&D agreements with the
tion Seat. Korea’s primary cooperative partnetJnited Kingdom, Sweden, Australia, and the
has been the U.S. Besides the Annual Securitynited States. Australia has agreements in place
Consultative Meeting with the U.S. and the sulwith the United States, Britain, Canada, and
forums that emanate from that meeting, theysweden, as a means of “achieving efficiencies
have expanded their cooperative outreaches to the sourcing of equipment, access to technol-
include a formal effort with France and a vari-ogy and interoperability with allie®. They have

ety of other countries, such as United Kingdomhad a range of cooperative efforts with New Zea-
Germany, Rumania, and New Zealand and Audand (the ANZAC Ships), with the U.S. (Project
tralia. Both Korea and Japan are interested iNulka) and with the UK (Barra Sonobuoy).
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Organizational Military/Civilian Roles servants. Central procurement and R&D organi-

zations manned with many military personnel do
In comparing the managerial approach andhe actual buying and management of develop-
organizational structures of the five nations, onenent programs. In Japan, at the Internal Bureau,
notes a significant difference between the U.She civilian officials play a significant role in set-
and the other four countries. The U.S. is highlying policy and in overseeing the implementation
decentralized both organizationally and geoef acquisition actions. Military officials at the op-
graphically. The Military Departments, operat-erational, or field-level organizations hold key
ing under the general policy guidelines of thepositions in managing the performance of the
Office of the Secretary of Defense (OSD), carnacquisition system. In Korea, civilian control is
out the acquisition of military equipment. In provided by politically-appointed personnel who
Japan, Singapore and Australia the acquisitioplay key roles in deciding what should be bought.
activities are centralised within a single (dedn its central acquisition organization, military
fence) agency and largely co-located. Korea'personnel hold many of the senior positions.
acquisition organization is centralized within the
Deputy Minister’s Office, but dispersed through-Best Practices
out the country.

What are best practices? One reason for a com-
Democratic governments must decide thearison is to observe best practices for possible
defense roles most appropriately filled by mili-application in ones own country. Often, how-
tary personnel and those best undertaken by cialver, a best practice may not be workable in
servants or the private sector. Each of these nanother country. One example is the role and
tions has developed its own practice regardingalue of competition. Does it get the best deal,
the appropriate role for its military and civilian or does it waste resources? We have seen earlier
officials. In all these nations, the military definethat these countries approach competition from
requirements. In Singapore and Australia tha different perspective. Would a partnership ap-
acquisition organisations are primarily civilian proach be better? Developing trust and coop-
organisations. Even in these, there are differencestation between companies and government
Australia has very few military members assignednight possibly produce better products at a rea-
to its Defence Acquisition Organisation, while insonable price, and employ its citizenry in tech-
Singapore, military members hold many keynology skill developing jobs. In Japan, Korea
positions. In the United States, the Military De-and Singapore with a Confucian tradition, part-
partments—Army, Navy, and Air Force—havenerships and close government relations, not
specific budgets and authority to train and equigompetition is a best practice. In the United
their fighting forces. The services have their owrtates, this would be antithetical to its traditions
contracting organizations for the procurement o&nd violate many of its laws.
equipment. Such organizations, of course, make
extensive use of civilian and contractor personThe United States has a separate military
nel. While civilian control is provided through industrial complex, while the other four coun-
politically appointed government officials, mili- tries military industries are heavily embedded
tary members play key roles in all facets ofin the commercial market. This would seem to
acquisition. In Japan on the other hand the polbe a best practice, since it takes advantage of
tically appointed senior personnel provide broadhe advances in technology taking place in the
oversight, while many of the actual decisionscommercial market and offers the potential for
are made, or at leastfluenced by, senior civil lowering costs through single production lines.
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But, will these products provide the advantageSearching for best practices—IPTs, single RFP
in technology the military warfighter needs? Will process, reorganization, or buying commercial
government budgets and time frames be able ttems—is difficult. With the differences in each
keep pace with the commercial market? country—population, geographical size, culture
and economic resources—what may work in
The U.S.’s acquisition reform effort, going backone, may not work in another. What a search for
a decade, has made significant uses of the IRJ¥est practices does do is to shine a light on dif-
concept to improve management of programferences and perhaps cause a rethinking of ones
and relationships between industry and govermwn practices.
ment, with the goal of loering costs and im-
proving performance of its wpan systems. Most The Impact of National Political Systems
of the countries in this study have conceptually
agreed with the concept of IPTs and mention iOne political pundit described politics as “art
in their reform efforts. Eachas implemented it of the possible.” Each acquisition system we
differently. While it is too early tdetermine the have described in this book operates within a
true effect of IPTs, it is interesting to note thatoroader system, the national political system.
every country still has concerns about project&igure 6-5 notionally depicts the many variables
failing to meet performance, schedule and cosind players involved in supporting the level of
targets. In Australia, there are also concernmiilitary investment necessary to make an
about the anti-competitive nature of defenceacquisition program viable. This environment
industry “teaming” arrangements, especiallyshapes and constrains the acquisition system’s
during the early stages of the materiel cycle. ability to deliver equipment. There are both

. NATION
Politics Press

Government

Inter-
national
Issues

Priorities
Department
Better
Faster

Other
Ministries
Personnel +—p e e
Funding - > m\‘ Equipment National
d for Warfighters Security
. Budget
Socio-
economic /
Legislature hd
a
Lower
Cost
National
Will

Industry

Figure 6-5. The Acquisition System Environment
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structural features and value features, which imef government actions, with legislative members
pact the system. The structural features are eagyestioning governmental actions.
to see—balance of power between legislative and
executive branches. Value features, such asTde impact of the legislation on procurement
pacifist sentiment in the population, am®re can also be significant. Again the separation of
difficult to see, but every bit as imgant in  powers imbedded in the U.S. Constitution
determining the amount of resources availablecoupled with Congress’s reluctance to commit
money for more than one year makes the U.S. a
The constitutions in all these countries lay outlifficult partner for cooperation with its allies.
the duties and responsibilities of each of th@he other countries in this study, because of the
major branches of government. In Australiastructural relationships between the executive and
Japan, Korea, and Singapore, the legislaturdsgislative branch of government, are able to
generally review the top line details of the bud-commit to long-term program efforts.
get, debate the broad political outlines, and then
approve the budget as submitted by the cabfZonclusion
nets. In Singapore the legislature can only ap-
prove or reject the government’s overall budgeThe purpose of this book is to provide a descrip-
and has very little insight into the budget at theéion of the defense acquisition systems of five
program level. In Korea, the legislature has coneountries, which are possible collaborative part-
stitutional restriction on the amount of changesiers. This part of the book looks at similarities
it can make, plus it traditionally has been domiand differences in how each nation satisfies it
nated by a strong president. In the last decadeational needs. Acquisition factors—competi-
its role has expanded, although it still rarelytion, technology transfer, military need, and local
makes changes to the executive budget. The U.Banufacturing—all interact with the political
Congress is noted for its impact on the defensgystem to color the choices made by decision-
budget. “In contrast the U.S. Congress hamakers. As we look to the first decade of the
developed a culture reflecting the terms of th&1s millennium, military threats exist in the
constitution in which it sees itself as having aPacific; defense budgets are still constrained; and
major say as to what the armed forces shouldny war is likely to be a coalition endeavor. Thus,
have. Famously, it has regularly made moneit is vital to consider developing and producing
available for C-130 purchases that the U.S. Aithe next generation of military equipment as
Force (USAF) has not requested. Respondingartners. As has been shown in the West, coop-
to the practices of Congress, the U.S. servicemration with allies is a difficult job for those
present to Congress lists of items they wouldssigned to carry out the task. At the program
like to have if more money were made avail-office level, acquisition members must be will-
able. There are many suspicions that U.S. conng to work together, not only with an under-
gressional representatives support some projecsanding of their own system, but with an
more for the consequences for their electorateisnderstanding of the difficulties and issues for
prosperity and employment than for the impaceach of the participants. Technology transfer,
on U.S. defense capability. The phrase “porlexport controls, financial problems, industrial
barrel” politics is often associated with defenseffsets, and cost issues all need to be weighed
projects.” Legislatures tend to be particularly and worked. As the picture has changed in the
sensitive to employment issues. In each cas@acific—economic crises to economic rebound
the government was motivated by jobs, technol—opportunities exist for cooperation and should
ogy and defense industrial capability factors. Alicontinue to exist in the future.
the legislatures perform an after the fact review
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Appendixes

Appendix A

ARMED FORCES

Australia Japan

Army: 26,000 Ground SDF: 172,86p

Navy: 14,700 Maritime SDF: 45,752

Air Force: 17,100 Air SDF; 47,236

Total: 57,800 Joint Staff: 1,426
Total: 267,280
Civilians: 24 421

Reserves: 49,480 Reserves: 47,900
Ready Reserves: 3,379

Defense Budget (FY 2000): $12.2B Defense Budget (FY 2000): $44.3B

South Korea Singapore

Army: 548,000 Army: 45,000

Navy: 60,000 Navy: 2,900

Air Force: 52,000 Air Force: 6,00(

Total: 660,000 Total: 53,90D

Reserves: 4,500,000 Reserves: 250,000

Defense Budget (FY 2000): $12.68 Defense Budget (FY 2000): $4.4B

United States

Army: 495,000

Navy: 426,700

Air Force: 388,200

Marines: 173,900

Coast Guard: 37,300

Total: 1,483,800

Reserves: 1,880,600

Civilians: 790,000

Defense Budget (FY 2000): $287.58
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Appendix B

LIST OF ACQUISITION AND
RELATED ORGANIZATIONS

AUSTRALIA

Minister of Defence
Defence Organisation

» Department of Defence

* Australian Defence Force (ADF)
Defense Acquisition Organisation (DAO)

Chief Defence Scientist

Australian Defence Forces Academy

JAPAN

Japanese Defense Agency (JDA)

Internal Bureaus
» Bureau of Finance
* Bureau of Equipment
— Ship and Weapons Division
Office of Materials
— Aircraft Division
Office of Guided Missiles
— Research and Development Planning Division
— Coordination Division
Office of Communication and Electronic Systems
Office of Procurement and Supply

Central Procurement Office (CPO)
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Technical Research and Development Institute (TRDI)
» 1st Research Center
» 274 Research Center
— loka Branch
» 39 Research Center
» 4" Research Center
» 5" Research Center
— Kawasaki Branch
» Sapporo Test Center
* Shimokita Test Center
* Tsuchiura Test Center
* Niijima Test Center
Gifu Test Center

Ground Self Defense Force (GSDF)
Maritime Self Defense Force (MSDF)

Air Self Defense Force (ASDF)

REPUBLIC OF KOREA

Ministry of National Defense (MND)
Deputy Minister Defense Acquisition Office (DAO)

Defense Acquisition Office (DAO)
* Program Management Bureau (PMB)
* Analysis and Evaluation Bureau (AEB)
» Acquisition Policy Bureau (APB)
* Logistics Management Bureau (LMB)
* Military Installation Bureau (MIB)

Defense Procurement Agency (DPA)

Agency for Defense Development (ADD)
» Ground Systems Development Center
— Changwon Proving Ground
* Naval Systems Development Center
— Naval Test Range
» Missile/Aircraft Systems Development Center
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C3I Systems Development Center
» Defense Systems Test Center

— Anheung Proving Ground

— Daradae Test Range

Dual Use Technology Center

Key Technology Research Center

Defense Quality Assurance Agency (DQAA)
Service Program Management Offices/Groups

Korean Institute of Defense Analyses (KIDA

REPUBLIC OF SINGAPORE

Ministry of Defence (MINDEF)

Permanent Secretary (Defence Development)
Deputy Secretary Technology

Defence Technology & Resource Office (DTRO)
Defence Science and Technology Agency (DSTA)

DSO National Laboratories

UNITED STATES

DOD ACQUISITION ORGANIZATIONS
Under Secretary of Defense (Acquisition, Technology and Logistics) (USD (AT&L))

Army:
Assistant Secretary of the Army (Research, Development and Acquisition) (ASA (RD&A))
Army Materiel Command (AMC)
Army Program Executive Officers/Direct Reporting Program Managers
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Navy:
Assistant Secretary of the Navy (Research, Development and Acquisition) (ASN (RD&A))
Naval Sea Systems Command (NAVSEA)
Naval Air Systems Command (NAVAIR)
Naval Supply Systems Command (NAVSUP)
Space and Naval Warfare Systems Command (SPAWAR)
Office of the Chief of Naval Research (ONR)
Navy Program Executive Officers/Direct Reporting Program Managers

USMC Systems Command
Air Force
Assistant Secretary of the Air Force (Acquisition) (ASAF (A))
Air Force Materiel Command (AFMC)
Air Force Program Executive Officers (AFPEQOS)
Defense Logistics Agency (DLA)
Ballistic Missile Defense Organization (BMDO)
Defense Systems Management College (DSMC)

Special Operations Command

DOD ACQUISITION ORGANIZATIONAL FUNCTIONS

OFFICE OF THE UNDER SECRETARY OF DEFENSE
FOR ACQUISITION, TECHNOLOGY AND LOGISTICS
(USD (AT&L))

Principal Deputy USD (AT&L)

Second in command with responsibility for the following offices besides oversight of Defense
Logistics Agency:

Director of Defense Procurement (DDP)

Sets procurement policy for the department covering areas such as contract administration,
cost, pricing, finance, and foreign contracting.

Director, International Cooperation

Establishes policies for economic reinvestment, dual use technology programs, international
cooperation, and Defense Export Loan Guarantees.

Deputy USD, Logistics (DUSD (L))
Sets logistic, maintenance, and transportation policy and provides oversight, and technical
development of logistics systems.
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Deputy USD, Acquisition Reform (DUSD (AR))
Responsible for implementation of acquisition reform within DoD and acquisition education
through the Defense Acquisition University.

Deputy USD, Environmental Security (DUSD (ES))
Sets policy and provides oversight of defense acquisition environmental issues to include
technology development, cleanup and pollution prevention.

Deputy USD, Industrial Affairs
Responsible for defense industrial policy.

Deputy USD, Installations
Responsible for defense infrastructure policy.

Director Acquisition Resources and Analysis
Responsible for legislative issues, and planning, programming and budgeting for USD (AT&L).

Director, Interoperability
The focal point for weapon systems interoperability.

Director, Defense Research and Engineering (DDR&E)
Oversees the Science and Technology Program and nuclear, chemical and biological matters.
DDR&E has direct line authority over the Defense Advanced Research Project Agency (DARPA).

Director Strategic and Tactical Systems
Technical reviews, evaluation, treaty compliance and oversight of acquisition programs for
missile defense, tactical and strategic aircraft, tactical land and naval systems, munitions,
electronic warfare programs, and deep strike systems.

Deputy USD, Advanced Systems and Concepts
Oversight and management of the Advanced Concept Technology Demonstration (ACTDs)
efforts.

Deputy USD, Science and Technology
Responsible for DoD science and technology planning to include international science and
technology programs.

Deputy USD, Logistics and Materiel Readiness
Responsible for supply, maintenance, transportation and systems engineering. Supported by
Deputy’s for each of these functional areas. Also has direct line authority over the Defense
Logistics Agency.
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OFFICE OF THE ASSISTANT SECRETARY OF THE ARMY
(ACQUISITION, LOGISTICS AND TECHNOLOGY)
(ASA (AL&T))

Deputy for Logistics
Sets supply, maintenance, and transportation policy and provides oversight and technical
development of logistics systems.

Deputy Assistant Secretary Army for Research and Technology
Formulates Army-wide technology base strategy, policy, guidance and planning, and establishes
and validates the Army’s technology base priorities throughout the PPBEES.

Deputy Assistant Secretary for Procurement
Provides management and oversight of all Army procurement functions and organizations,
acquisition reform, and the industrial base.

Deputy Assistant Secretary for Plans, Programs and Policy
Develops the Army’s acquisition policy and procedures and insures that Congressionally-mandated
laws and DoD policy are appropriately promulgated in Army regulations. Also responsible for
formulating the Army’s acquisition, logistics and technology long-range plans and budgets.

Deputy Assistant Secretary for Chemical Demilitarization
Oversees the U.S. chemical weapons destruction program.

Deputy for Systems Management and Horizontal Technology Integration
Responsible for executive program management and implementation of acquisition policy for
all Army ACAT I-IV programs. Serves as direct link between the Army SAE and PEOs (ACAT
| &Il). Also serves as Army lead for inserting new technology into existing programs, and
technical and programmatic guidance for Army international cooperative materiel programs.

Director for Assessment and Evaluation
Provides independent management oversight, technical advice, policy guidance, vulnerability
assessment and reporting related to the Army’s major acquisition programs. Oversees the adminis-
trative responsibilities associated with decision reviews of Major Defense Acquisition Programs.

Deputy for Combat Services Support
Responsible for oversight and management of combat services.

Deputy for Ammunition
Responsible for executive management and implementation of DoD ammunition programs to
include missiles, bombs, etc.

Deputy for Medical Systems
Responsible for executive management and implementation of Army medical systems programs
for Army hospitals, etc.
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OFFICE OF THE ASSISTANT SECRETARY OF THE NAVY
(RESEARCH, DEVELOPMENT AND ACQUISITION)
(ASN (RD&A))

Deputy Assistant Secretary of the Navy (DASN) Ship Programs
Monitors ships programs managed by Naval Sea Systems Command and the PEOs for Ship
Defense and Submarines and DRPMs for AEGIS and Strategic Systems Programs. Analyzes
shipbuilding industry capability and capacity.

DASN Mine/Undersea Warfare
Monitors technology and business opportunities and provides program and policy guidance for
mine and undersea warfare programs.

DASN Air Programs
Monitors PEO and Naval Air Systems Command programs for aircraft, anti-submarine warfare,
cruise missiles, unmanned aerial vehicles and programs. Analyzes the aircraft industry for
capability for production and repair of aircratft.

DASN C4Il/EW/Space Programs
Monitors PEO, Space and Naval Warfare Systems Command’s Communications and Sensors
programs. Serves as the Navy Chief Information Officer.

DASN Expeditionary Force Programs
Monitors Marine Corps Systems Command and the DRPM for Advanced Amphibious Assault
program(s).

DASN Theater Combat Systems
Monitors Navy PEO and Systems Command programs related to theater missile defense.

DASN Planning, Programming & Resources
Performs long range ALT planning, legislative liaison, manages the management information
system and works budgeting (PPBS) issues.

Chief of Naval Research (CNR)
CNR provides policy, oversight and management of the Navy’s science and technology program.
Has direct line authority over the Office of Naval Research, Office of Naval Technology, and
Office of Advanced Technology Transition.

Deputy Acquisition and Business Management
Responsibilities include setting acquisition policy, procurement, ethics, reliability, manufacturing,
and value engineering.

Director International Programs
Responsible for cooperative research and development, foreign military sales, technology
transfer, export control, security assistance, foreign comparative testing, data exchange, and
other international matters.
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Director Acquisition Career Management (DACM)
Responsible for the management of the accession, education, training and career development
of the civilian and military members of the acquisition workforce. Can be described as the
career manager for all acquisition workforce members.

Acquisition Reform Executive (ARE)
The Acquisition Reform Office facilitates implementation of the department’s acquisition reform
efforts to include changing business process. Has responsibility for reduction of total ownership
cost, cycle time, and the Navy’s Specifications and Standards Program.

OFFICE OF THE ASSISTANT SECRETARY OF THE AIR FORCE (ACQUISITION)
(ASAF (A))

Deputy Assistant Secretary Contacting
Plans, develops, and implements Air Force-wide contracting policies and procedures. Oversight
of worldwide Air Force contracting field activities.

Deputy Assistant Secretary Management Policy and Program Integration
Responsible for budgeting, programming, acquisition reform, contractor advisory service,
federally-funded research and development centers, acquisition pollution prevention, workforce
education, training and development. Develops acquisition policy. Integrates all programs
individually managed by other SAF/AQ Directorates to achieve the best acquisition program
mix. Insures acquisition programs reflect requirements needed to support the Reserve
Component.

Deputy Assistant Secretary Science, Technology and Engineering
Develops policy for and oversees the Air Force’s Science and Technology program. Serves as
the chief engineer for the Air Force with responsibility for manufacturing management, software
management, standardization, non-developmental items advocacy, and military specifications
and standards.

Mission Area Director (MAD) Global Power
Plans, programs, oversees and provides program direction for tactical systems such as fighter
aircraft and combat weapons. The individuals specifically assigned to each MAD program to
work the issues regarding a program are referred to as Program Element Monitors (PEMS).

Mission Area Director (MAD) Space & Nuclear Deterrence
Plans, programs, oversees and provides program direction for surveillance, communications,
navigation and weather satellites, space launch systems, information warfare capabilities, ground-
based strategic systems.

Mission Area Director (MAD) Global Reach

Plans, programs, oversees and provides program direction for airlift, training and special
operations aircraft programs.
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Mission Area Director (MAD) Information Dominance
Plans, programs, oversees and provides program direction for command and control, information
systems, airborne command and control and radar systems, reconnaissance systems, and systems

integration.

JAPAN

In both the MSDF and the ASDF they have slightly different acquisition phases and processes. The

Maritime Self Defense Force (MSDF)
and Air Self Defense Force (ASDF)
Acquisition Process Charts

two figures illustrate the generic process for each SDF.
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Phase of R&D Concept Definition Production & Deployment Improvement
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Maritime Technical Research & Development Process
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JAPAN SELF DEFENSE FORCES

Director General of the Defense Agency
(Minister of State for Defense)

Chief of Staff MSDF

Maritime Staff Office

Self Defense Fleet

— Fleet Escort Force

Fleet Training &
Development Comand
(Yokosuka)

— Fleet Air Force

Fleet Intelligence
Command
(Yokosuka)

— Fleet Submarine Force

Others

Air Training Command
(Shimousa)

Training Squadron
(Kure)

Central Communication
Command (Ichigaya)

Oceanographic Command
(Yokosuka)

Other Units & Organs

Maritime Self Defense Force
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Director General of the Defense Agency
(Minister of State for Defense)

Air Material
Command
Headquarters
(Jujo)

Other Units
& Organs

Chief of Staff ASDF

Air Staff Office

Air Defense Command

Air Support Command

Air Training Command

Air Development and
Test Command

Air Development
and Test Wing
(Gifu)

Electronics Development
and Test Group
(Iruma)

Aero Medical Laboratory
(Tachikawa)

Others

Northern Air
Defense Force

Central Air
Defense Force

Western Air
Defense Force

Southwestern
Composite Air
Division

Others

Air Self Defense Force
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Director General of the Defense Agency
(Minister of State for Defense)

Chief of Staff GSDF

Ground Staff Office
1st Helicopter Brigade

(Kisarazu)
Signal Brigade Northern Army
(Ichigaya)
Fuji School Brigade
(Fuji) Northeastern Army

Ground Material Control Center
(Jujo)

) Eastern Army
Other Units and Organs

Middle Army

Western Army

Ground Self Defense Force
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REPUBLIC OF KOREA

Air Force Headquarters

Air Force Air Force i [Eaiee
Operations Logistics I —
Command Command
Air Force Air Force KARMA*
Academy University
* KARMA — Korean Aerospace Risk Management Agency
Korean Air Force
ROK Navy Headquarters
Operations Logistics Ed_IL_JC".’It'.()n & I\C/I:arlne
Command Command raining orps
Command Headquarters
3 Marine Corps
Cc?n':r:?aertm d Divisions/
Brigades

Korean Navy
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KOREAN INSTITUTE OF DEFENSE ANLYSES FUNCTIONS

Security & Strategy Directorate conducts research on domestic and international security envi-
ronment and supports the MND’s strategic assessments and policymaking. This directorate spon-
sors a variety of year seminars on cooperation acquisition issues. An example is tHe NOaf-2

east Asia Defense Forum¢XIDA-INSS Security Workshop and thé'ROK-China Defense
Forum.

Force Development Directoratedevelops policy alternatives and accumulates quantified data to
support policymakers in the MND and JCS. Main areas of research include force development and
military operations, military strategy and doctrine, force structure, evaluation and requirements,
and counter proliferation of WMDs. The directorate operates three divisions to concentrate on
these areas.

The Military Strategy Division does research on military theories and evaluation on secu-
rity environment are accentuated. Military theory studies include military concepts and
history. Security environment research includes analysis on military relationships of sur-
rounding states, changes in military science and technologies, and potential threats in the
future.

Manpower Management Directorate’smain research foci include manpower policy, leadership,
education, welfare, morale, draft administration and mobilization systems, civil-military relations,
and military culture. Based on such research, the directorate suggests mid- and long-term policy
alternatives to the MND. The directorate currently operates three divisions.

Resource Management Directorat@rovides policy alternatives on overall defense resource man-
agement through systematic research on resource planning and management systems, defense
management, and logistics policy and defense CALS systems. It currently operates four divisions
that focus on each area.

Resource Planning and Management System Division

At macro level, this division aims at analyzing the economic aspects of defense activities
including optimal allocation of the defense budget, defense costs, and impacts of defense
expenditures on the national economy. Also studied are military economic relationships
between ROK and its allies. At micro level, studies are aimed to provide efficient resource
management policy options, focusing on the improvement of various management systems
such as PPBEE and overall evaluation of defense resource management.

Defense Management Analysis Divisiomhis division focuses on analyzing and evaluat-

ing operational efficiencies of the command system, organization, and task procedures across
various functional units. By running consultative task force teams, the division evaluates
logistics support units such as military depots and hospitals as well as staff organizations of
each branch of service.
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Logistics Policy Studies Division

Research is aimed at developing concepts, doctrines and systems of logistics support, and
the management system of logistics support functions, e.g., requirement, procurement, supply,
etc. Main fields of studies include evaluation of logistics support requirement and capabili-
ties in both wartime and peacetime, logistics MIS, industrial mobilization, and development
of logistics wargames and support.

Defense CALS System Division

This division was established in 1998 to execute the following missions: first, settling the
basis for the Defense Continuous Acquisition and Life-Cycle Support System (CALS);
second, conducting research on the Integrated Defense Information System; and third,
developing, maintaining and evaluating logistics information systems including the
Ammunition Information System, Supply Information System, Equipment/Maintenance
System, and others.

Major Research Projects in 1998:
1. How to Determine Logistics Support Requirement Most Efficiently

2. How to Support Composition of the System & Subsystem Specification of the Equipment/
Maintenance Information System

3. Improvement of Defense Management Accounting System
4. Improvement of Defense Management System and Defense Organization
5. Methods to Strengthen Materiel Mobilization Capability in Wartime

Center for Weapon Systems Studies

The center’s main research areas include acquisition, C4l, defense industrial policies, and cost-
effectiveness analysis. Based on such research, the center supports the ROK MND'’s force
improvement programs. Currently, four divisions make up the center.

Acquisition System Evaluation and Analysis Division.The division supports the
implementation of acquisition policies through its cost analysis and investigation on the
required operational capabilities of each type of weapons system in the three services.

Military Information Policy Division. Main research focus in this division includes MTR,

C4l, information and communication (I&C) system, information security system,
standardization, and system acquisition procedures. Based on such research, the division
supports computerization of the ROK Armed Forces’ decision-making processes.
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Defense Industrial Technology Division

The division establishes basic plans on the defense industry through its research on defense
industrial policies, defense science and technology policies, and on technological
development and management of the industry. The division’s main research areas also include
specialization and categorization, expediting domestic production, and international
cooperation.

Cost Analysis Division

Procurement management, contract and cost evaluation, and procurement systems are the
three research areas of the division. The division also creates acquisition/utilization systems
on price- and cost-related information, and based on such systems, it establishes price and
cost databases.

Major Research Projects in 1998 covered topics such as the Acquisition and Operation of
Strategic Information Collection Systems, Acquisition of Early Airborne Warning and Control
Airplanes, Policy Directions to Save Costs in Acquisition Projects, and Technology and
Service Evaluation in Offset Trades. They hosted with the United States’ Defense Systems
Management College thé‘Anternational Acquisition/Procurement Seminar—Pacific in
Seoul, Korea, which is designed to improve the cooperation between Pacific Rim nations.

Modeling & Simulation Center

The center was established in October 1998 with the mission of establishing a comprehensive
support system of defense modeling and simulation (DM&S). The center focuses on establishing
DM&S systems, developing wargame models for scientific force evaluation and military training,
and supporting military operation methods.
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KOREAN EXPORTS

Exports by Sector (US$M)
Sector 1990 1991 1992 1993 1994 1995 | 1996 |[1997
Total 78.0 91.0 26.5 58.9 59.9 76.9 31.9 69.4
Guns 7.7 5.7 4.7 5.9 4.5 12.2 55 5.3
Ammuniiton 12.4 26.7 15.6 25.3 25.6 13.9 21.3 38.3
Mobil Equipment 22.5 38.6 0.1 24.7 15.7 46.4 2.0 1.2
Communication/Electronics - - 2.0 - 34 2.1 1.3 -
Vessels 12.8 2.9 - - - 14 15 22.8
Parts for Aircraft 0.8 0.2 11 0.08 0.2 0.5 0.02 1.4
Equipment/Service 12.1 1.7 1.3 3.0 10.5 0.4 0.3 0.4
Other 9.7 15.2 1.7 - - - - -
Exports by Region (US$MV)
Sector 1990 1991 1992 1993 1994 1995 | 1996 |[1997
Total 78.0 91.0 26.5 58.9 59.9 76.9 31.9 69.4
Southeast Asia 26.8 10.6 12.9 40.9 38.4 51.5 9.8 33.3
Middle East 29.0 64.8 0.6 0.5 0.8 1.0 1.8 1.7
Americas 11.9 8.7 3.1 6.7 8.8 2.2 5.1 4.1
Europe 6.7 4.0 8.8 7.1 11.7 21.9 14.8 30.2
Africa 3.6 2.9 1.1 3.7 0.2 0.3 0.4 0.1
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Appendix C

DOD GOVERNMENT-OWNED,
GOVERNMENT-OPERATED (GOGO)/
GOVERNMENT-OWNED, CONTRACTOR-OPERATED
(GOCO) INDUSTRIAL FACILITIES

ARMY GOGO/GOCO

Arsenals/Depots/Ammunition Plants (GOGO)

Anniston Army Depot, Anniston, Alabama

Blue Grass Army Depot, Richmond, Kentucky

Corpus Christi Army Depot, Corpus Christi,
Texas

Crane Army Ammunition Activity, Crane,
Indiana

Letterkenny Army Depot, Chambersburg,
Pennsylvania

McAlester Army Ammunition Plant.
McAlester, Oklahoma

Pine Bluff Arsenal, Pine Bluff, Arkansas

Red River Army Depot, Texarkana, Texas

Tobyhanna Army Depot, Tobyhanna,
Pennsylvania

Tooele Army Depot, Tooele, Utah

Savanna Depot Activity, Savanna, lllinois
(BRAC 95 Closure)

Seneca Depot Activity, Romulus, New York
(BRAC 95 Closure)

Watervliet Arsenal, Watervliet, New York

Picatinny Arsenal, Dover, New Jersey

Ft Wingate Depot Activity, Gallup, New
Mexico (BRAC 89 Closure)

Pueblo Deport Activity, Pueblo, Colorado

Redstone Arsenal, Redstone Arsenal, AlabamaJmatilla Depot Activity, Umatilla, Oregon

Sierra Army Depot, Herlong, California

Rock Island Arsenal, Rock Island, lllinois

Army GOCO Active Facilities

Hawthorne Depot, Hawthorne, Nevada

Holston Army Ammunition Plant, Kingsport,
Tennessee

lowa Army Ammunition Plant, Middletown,
lowa

Lake City Army Ammunition Plant,
Independence, Missouri

Lone Star Army Ammunition Plant,
Texarkana, Texas

Milan Army Ammunition Plant, Milan,
Tennessee

Radford Army Ammunition Plant, Radford,
Virginia

Lima Army Tank Plant, Lima, Ohio
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Army GOCO Inactive Facilities

Indiana Army Ammunition Plant,
Charlestown, Indiana (excess)

\olunteer Army Ammunition Plant,
Chattanooga, Tennessee (excess)

Scranton Army Ammunition Plant, Scranton,
Pennsylvania

Kansas Army Ammunition Plant, Parsons,
Kansas (excess)

Longhorn Army Ammunition Plant, Marshall,
Texas (excess)

Joliet Army Ammunition Plant, Joliet, lllinois
(excess)

Cornhusker Army Ammunition Plant, Grand
Island, Nebraska (excess)

Mississippi Army Ammunition Plant, Stennis
Space Center, Mississippi

Sunflower Army Ammunition Plant, DeSoto,
Kansas (excess)

Riverbank Army Ammunition Plant,
Riverbank, California

Badger Army Ammunition Plant, Baraboo,
Wisconsin (excess)

Ravenna Army Ammunition Plant, Ravenna,
Ohio (excess)

AIR FORCE DEPOTS/GOCO

Depots

San Antonio Air Logistics Center, Texas
(Scheduled to close in 2001)

Sacramento Air Logistics Center, California
(Scheduled to close in 2001)

Warner-Robbins Air Logistics Center, Georgia

Oklahoma City Air Logistics Center,
Oklahoma
Ogden Air Logistics Center, Utah

Air Force GOCO

Plant 4, Lockheed Martin, Ft. Worth, Texas
Plant 6, Lockheed Martin, Marietta, Georgia
Plant 44, Raytheon, Tucson, Arizona
Plant PJKS, Lockheed Martin, Denver,
Colorado
Plant 42, Site 1 Boeing, Palmdale, California
Plant 3, City of Tulsa, Oklahoma,
(in process of transfer)
Plant 59, Johnson City, New York
(in process of transfer)
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NAVY DEPOTS/SHIPYARDS/WEAPONS CENTERS

Naval Shipyards — GOGO
Puget Sound Naval Shipyard, Bremerton, Portsmouth Naval Shipyard, Portsmouth, New
Washington Hampshire
Pearl Harbor Naval Shipyard, Pearl Harbor, Norfolk Naval Shipyard, Norfolk, Virginia
Hawaii

Naval Ordnance Weapons Centers — GOGO

Naval Ordnance Weapons Center, Seal BeachYaval Ordnance Weapons Center, Indian

California Head, Maryland

Naval Ordnance Weapons Center, Yorktown, Naval Ordnance Weapons Center, Concord,
Virginia California

Naval Ordnance Weapons Center, Earle, New
Jersey

Navy Inventory Control Points — GOGO

Mechanicsburg, Pennsylvania Philadelphia, Pennsylvania

Naval Aviation Depots — GOGO
Cherry Point, North Carolina North Island, California
Jacksonville, Florida
Naval Aviation Weapons Centers — GOGO
China Lake, California Lake Hurst, New Jersey

Orlando, Florida Patuxant River, Maryland

Supervisors of Shipbuilding — GOGO

Pearl Harbor, Hawaii New Orleans, Louisiana
Bath, Maine Newport News, Virginia
Pascagula, Michigan Puget Sound, Washington
Jacksonville, Florida San Diego, California
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Appendix D
GLOSSARY

Acquisition — The conceptualization, initiation, design, development, test, contracting, production,
deployment, logistic support (LS), modification, and disposal of weapons and other systems,
supplies, or services (including construction) to satisfy DoD needs, intended for use in or in
support of military missions.

Acquisition Executive —The individual, within the Department and Services, charged with overall
acquisition management responsibilities within his or her respective organization.

Acquisition Life Cycle —The life of an acquisition program consists of phases; each proceeded by
a milestone or other decision point, during which a system goes through research, development,
test and evaluation, and production. Currently, the four phases are: (1) Concept Exploration
(CE) (Phase 0); Program Definition and Risk Reduction (PDRR) (Phase I); (3) Engineering and
Manufacturing Development (EMD) (Phase Il); and (4) Production, Fielding/Deployment, and
Operational Support (PF/DOS) (Phase IlI).

Acquisition Management —Management of all or any of the activities within the broad spectrum
of “acquisition,” as defined above. Also includes training of defense acquisition workforce, and
activities in support of planning, programming, and budget system (PPBS) for defense acquisition
systems/programs. For acquisition programs this term is synonymous with program management.

Appropriation — An authorization by an act of Congress that permits federal agencies to incur
obligations and make payment from the treasury. An appropriation act is the most common
means of providing budget authority.

Authorization — An act of Congress which permits a federal program or activity to begin or continue
from year to year. It sets limits on funds that can be appropriated, but does not grant funding
which must be provided by a separate congressional appropriation.

Buy-American Act — Provides that the U.S. government generally gives preference to domestic
end products. (Title 10 U.S.C. & 41 A-D). This preference is accorded during the price evaluation
process by applying punitive evaluation factors to most foreign products. Subsequently modified
(relaxed) by Culver-Nunn Amendment (1977) and other 1979 trade agreements for dealing
with North Atlantic Treaty Organization (NATO) allies.

Combat Developer -Command or agency that formulates doctrine, concepts, organization, materiel

requirements, and objectives. May be used generically to represent the user community role in
the materiel acquisition process. (Army and Marine Corps)
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Contract, Cost Reimbursement Type -A type of contract that provides for payment to the
contractor of allowable costs incurred in the performance of the contract. This type of contract
establishes an estimate of total cost for the purpose of obligating funds and establishing a ceiling
that the contract may not exceed, except with prior approval of the contracting officer.

Contract, Fixed-Price Type -A type of contract, which provides for a firm price to the government,
or in appropriate cases, an adjustable price.

Depot —A centrally located installation for the storage, repair, or distribution of military equipment
and materials.

DoD Component Acquisition Executive (CAE) -A single official within a DoD Component who
is responsible for all acquisition functions within that Component. This includes Service
Acquisition Executives (SAESs) for the military departments and acquisition executives in other
DoD Components, such as the U.S. Special Operations Command (USSOCOM) and Defense
Logistics Agency (DLA), who have acquisition management responsibilities.

Foreign Comparative Testing (FCT) —A DoD test and evaluation program that is prescribed in
Title 10 U.S.C. &2350a(g), and is centrally managed by the Director, Test, Systems Engineering
and Evaluation (DTSE&E). It provides funding for U.S. T&E of selected equipment items and
technologies developed by allied countries when such items and technologies are identified as
having good potential to satisfy valid DoD requirements.

Foreign Military Sales (FMS) —That portion of U.S. security assistance authorized by the Foreign
Assistance Act of 1961, and the Arms Export Control Act. The recipient provides reimbursement
for defense articles and services transferred from the U.S. that includes cash sales from stocks
(inventories, services, and training) by the DoD.

Government-Owned, Contractor-Operated (GOCO) -A manufacturing plant that is owned by
the government and operated by a contractual civilian organization.

Government-Owned, Government-Operated (GOGO) A manufacturing plant that is both owned
and operated by the government.

Industrial Base —That part of the total private and government owned industrial production and
depot level equipment and maintenance capacity in the United States and its territories and
possessions, and Canada. It is or shall be made available in an emergency for the manufacture
of items required by the U.S. military services and selected allies.

Industry — The defense industry (private sector contractors) includes large and small organizations

providing goods and services to DoD. Their perspective is to represent interests of the owners
or stockholders.
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International Agreement —An agreement concluded with one or more foreign governments or an
international organization that is signed or agreed to by any DoD component personnel. Signifies
the intent of the parties to be bound by international law. Denominated as an international
agreement or an memorandum of understanding (MOU), memorandum of agreement (MOA),
exchange of notes or letters, technical arrangement, protocol, note, verbal aide, memoir,
arrangement, or any other name connoting a similar legal consequences.

Low-Rate Initial Production (LRIP) — The minimum number of systems (other than ships and
satellites) needed to provide production representative articles for operational test and evaluation
(OT&E), to establish an initial production base, and to permit an orderly increase in the production
rate sufficient. The goal is to lead to full-rate production upon successful completion of
operational testing. For major defense acquisition programs (MDAPS), LRIP quantities in excess
of 10 percent of the acquisition objective must be reported in the selected acquisition report
(SAR). For ships and satellites LRIP is the minimum quantity and rate that preserves mobilization.

Milestone Decision Authority (MDA) — The individual designated in accordance with criteria
established by USD (AT&L) or by ASD (C3l) to approve entry of an acquisition program into
the next phase.

Military Assistance Program — The U.S. program for providing military assistance under the
Foreign Assistance Act of 1961, as amended by the Foreign Military Sales (FMS) act of 1968.

Program Executive Office (PEO) -A military or civilian official who has primary responsibility
for directing several acquisition categories (ACAT) | programs and for assigned ACAT Il and
lIl programs. A PEO has no other command or staff responsibilities within the Component, and
only reports to and receives guidance and direction from the DoD Component Acquisition
Executive (CAE).

Program Manager (PM) —A military or civilian official who is responsible for managing, through
integrated product teams (IPTs), an acquisition program.

Program Objectives Memorandum (POM) —An annual memorandum, in prescribed format
submitted to the Secretary of Defense (SECDEF) by the DoD component heads, which
recommends the total resource requirements and programs within the parameters of SECDEF’s
fiscal guidance. A major document in the planning, programming, and budgeting system (PPBS)
is the basis for the budget. The POM is the principal programming document which details how
a component proposes to respond to assignments in the defense planning guidance (DPG) and
satisfy its assigned functions of the future years defense program (FYDP). The POM shows
programmed needs for five or six years hence (i.e., in fiscal year (FY) 94, POM 1996-2001 was
submitted; in FY 95, POM 1997-01 was submitted), and includes manpower, force levels,
procurement, facilities, and research and development (R&D).
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Senior Procurement Executive (SPE) The senior official responsible for management and
direction of the Service procurement system, including implementation of unique procure-
ment policies, regulations, and standards (see Title 41 U.S.C. & 414, “Executive Agency
Responsibilities”).

System Program Office (SPO) I he office of the Program Manager (PM) and the single point of
contact (POC) with industry, government agencies, and other activities participating in the
system acquisition process.

Test and Evaluation (T&E) — Process by which a system or components provide information
regarding risk and risk mitigation and empirical data to validate models and simulations. T&E
permits, as assessment of the attainment of technical performance, specifications and system
maturity to determine whether systems are operationally effective, suitable and survivable for
intended use. There are two types of T&E — Development (DT&E) and Operational (OT&E).
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